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Limutedbrands 


Dear Partner, 


Twelve months ago, the world was upside down. The fear, and the reasons for it, were very real. How low would 
the markets go? How many banks would fail? Would the American automobile industry go bankrupt? What 
about falling home prices or mounting job losses? What about you and me? 


The concerns were valid. They linger still. Would another shoe drop? If so, when? The thinking was as 
pessimistic as I have ever seen. It felt like a complete meltdown. Everyone was paralyzed. 


There were so many reasons to worry, but I had to get past them. Worrying wouldn’t improve the situation. It 
takes you to a dark, pessimistic place. One you can’t lead from. 


So I made a real effort to not worry, particularly about things outside our control. Instead choosing to plan and 
focus on the things we could influence, get back to fundamentals, and simply get better at everything we could 
control. Period. 


When you grow up and live your life in Columbus, Ohio, The Ohio State University, and our football team, are 
major influences. I’m a proud alum, a Trustee, a Buckeye through and through. 


Jim Tressel, the Buckeye’s head football coach, is a terrific and thoughtful teacher. Plain spoken and smart. I am 
always fascinated by his post-game remarks. Whether Ohio State wins or loses, captures the Big Ten 
Championship, the Rose Bowl or even the National Championship, he always says the same thing: “We need to 
get better.” 


He consistently compliments his competitor. He learns from victory and defeat. 
We must too. 
Always staying humble and curious. Learning from wins and losses. Simply, getting better. 


As 2009 began, I was very focused on “getting better’ and what it meant to us. Re-emphasizing the 
fundamentals. Precise priorities. Getting, and keeping, our inventories lean and fresh. Maximizing our time, 
every day, week and month. Looking for, and finding, every opportunity. Tightening calendars, creating bigger 
ideas and productive actions that influence decisions. Disciplined and fresh thinking. Constantly striving for 
better and faster. Deliberately focusing everyone on what we’d do, and, as importantly, what we wouldn’t do. 


We had to be frugal with resources, time and money. And we were. We streamlined the business, stayed lean and 
quick, and concentrated all our efforts on the few things that could produce the biggest returns—the few that 
produce the many. 


Most of all, as fashion retailers, we needed to get even closer to the customer. More travel and more time in 
stores. More observation, understanding and insight. Retailing is a “contact sport.” You have to be in physical 
contact with the customer. Seeing what she buys, what shopping bags she carries. Real world, in real time. Not 
research or analysis. 


That was the game plan we laid out, and we executed to it. 
And by doing all that, 2009 went from a problem to a year of opportunity. In the “fierce urgency of now,” we 


refocused our thinking, ourselves, our entire team, on what makes our brands, in my view, the best and most 
sustainable in the world. I’ve said it before, and I believe it now more than ever: I wouldn’t trade brands or 


businesses with any of our competitors. I believe in our brands, and our leaders, and have confidence in our 
customers and our unique emotional connection to them. 


We delivered better-than-expected profits across 2009, particularly in the fourth quarter, where our comps 
increased by | percent, and gross margins, operating income and earnings per share increased dramatically. 


What does this tell me? When you have negligible sales increases, with substantial increases in margin and 
income, you’re getting better. Better assortments, better execution and better customer focus. Simply put, getting 
better at giving the customer what she wants. 


Our narrow focus on big opportunities, clear and few priorities, quick decisions and clear connection to 
customers were all key to our improved results. 


Our operating margins also improved significantly, to about 10 percent of sales. A better result, with room for 
improvement. We’re focused on getting operating margins to 15 percent and believe we can get there within 
three years through the power of our brands and the intensity of our focus. 


We have terrific brands, with loyal customers. Victoria’s Secret is one of the best, and most recognized, brands in 
the world. And Bath and Body Works is the dominant beauty and personal care specialty retailer in the United 
States. They are our powerhouses, with enormous growth potential, both domestically and internationally, ahead 
of them. In fact, we are already beginning to see early international success with Bath and Body Works, and most 
recently, Pink, in Canada. 


Pink, with about $1 billion in domestic sales, is just beginning to realize its potential, as is La Senza. And Henri 
Bendel is beginning to gain traction. Strong brands, with bright futures. 


With great brands comes great responsibility. Coach Tressel teaches, “It matters how you play the game.” He’s 
right. I have always believed the measure of an individual, or an organization, is how they respond to adversity. 
Pressure tests convictions. When it’s easy to opt out, or quit, or think selfishly, how do you behave? When it’s 
easy to say “no,” do you still say “yes”? 


We always strive to do the right thing. 2009 was a tough year for many, but that simply meant our commitments 
to community, customers, associates, suppliers and vendors were all the more important. The world was 
unpredictable, but we were stable and safe. And everyone we touch needed to know they could rely on us. 


So we continued, as a business and individuals, to be major contributors to United Way and other community 
organizations. Our associates volunteered tens of thousands of hours to local agencies, we responded 
immediately to the Haiti Relief Fund and we financially supported more than 200 non-profits. We never pulled 
back on anything. I’m really proud of that, and so are our associates. 


For 2010, and the future, we will continue to be careful and focused, and conservative in our thinking, with a 
major emphasis on speed and flexibility. We'll be frugal with our resources, time and money. We’ll use our 
instincts and intuition to be even faster, and we’ll stay even closer to the customer. 


Like Coach Jim Tressel, I’m proud of all the players on our team. We too have a long tradition of success, and a 
constant determination to get better and better and better. That’s the game, and our game plan. Simple, but not 
easy. 


Thanks to all of you. 


Sincerely, 


Leslie H. Wexner 
Chairman and CEO 
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Limitedbrands 


Important Notice Regarding the Availability of Proxy Materials for the Stockholder Meeting to Be 
Held on May 27, 2010: The proxy statement and annual report to stockholders are available at 
http://www.proxyvote.com. 


Limitedbrands 


April 7, 2010 
DEAR STOCKHOLDER: 


You are cordially invited to attend our 2010 annual meeting of stockholders to be held at 9:00 a.m., Eastern 
Time, on May 27, 2010, at our offices located at Three Limited Parkway, Columbus, Ohio 43230. Our Investor 
Relations telephone number is 614-415-6400 should you require assistance in finding the location of the meeting. 
The formal Notice of Annual Meeting of Stockholders and proxy statement are attached. If you plan to attend, 
please bring the Admittance Slip located after the Company Information page and a picture I.D., and review the 
attendance information provided. I hope that you will be able to attend and participate in the meeting, at which 
time I will have the opportunity to review the business and operations of Limited Brands. 


The matters to be acted upon by our stockholders are discussed in the Notice of Annual Meeting of 
Stockholders. It is important that your shares be represented and voted at the meeting. Accordingly, after reading 
the attached proxy statement, would you kindly sign, date and return the enclosed proxy card or vote by 
telephone or via the Internet as described on the enclosed proxy card. Your vote is important regardless of the 
number of shares you own. 


Sincerely yours, 


Leslie H. Wexner 
Chairman of the Board 


[THIS PAGE INTENTIONALLY LEFT BLANK] 


Limitedbrands 


NOTICE OF ANNUAL MEETING OF STOCKHOLDERS 
May 27, 2010 


April 7, 2010 
To OuR STOCKHOLDERS: 


We are pleased to invite you to attend our 2010 annual meeting of stockholders to: 

e — Elect four directors to serve for a three-year term as described in the accompanying proxy statement. 

¢ — Ratify the appointment of our independent registered public accountants. 

e Transact such other business as may properly come before the meeting. 

Stockholders of record at the close of business on March 29, 2010 may vote at the meeting. If you plan to 


attend, please bring the Admittance Slip located after the Company Information page and a picture I.D., 
and review the attendance information provided. 


Your vote is important. Stockholders of record can give proxies by calling a toll-free telephone number, by 
using the Internet or by mailing their signed proxy cards. Whether or not you plan to attend the meeting, please 
vote by telephone or via the Internet or sign, date and return the enclosed proxy card in the envelope provided. 
Instructions are included on your proxy card. You may change your vote by submitting a later dated proxy 
(including a proxy via telephone or the Internet) or by attending the meeting and voting in person. 


By Order of the Board of Directors 


Leslie H. Wexner 
Chairman of the Board 
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INFORMATION ABOUT THE ANNUAL MEETING AND VOTING 


The Board of Directors of Limited Brands, Inc. is soliciting your proxy to vote at our 2010 annual meeting 
of stockholders (or at any adjournment of the meeting). This proxy statement summarizes the information you 
need to know to vote at the meeting. “We,” “our,” “Limited Brands” and the “Company” refer to Limited 
Brands, Inc. 


We began mailing this proxy statement and the enclosed proxy card, or the Notice of Internet Availability of 
Proxy Materials (the “Notice’’), on or about April 16, 2010 to all stockholders entitled to vote. Limited Brands’ 
2009 Annual Report on Form 10-K, which includes our financial statements, is being sent with this proxy 
statement and is available in paper copy by request or in electronic form. 


Date, Time and Place of Meeting 


Date: May 27, 2010 
Time: 9:00 a.m., Eastern Time 


Place: Three Limited Parkway, Columbus, Ohio 43230 


Attending the Meeting 


Stockholders who plan to attend the meeting in person must bring photo identification and the Admittance 
Slip located after the Company Information page. Because of necessary security precautions, bags, purses and 
briefcases may be subject to inspection. To speed the admissions process, stockholders are encouraged to bring 
only essential items. Cameras, camcorders or video taping equipment are not allowed. 


Shares Entitled to Vote 


Stockholders entitled to vote are those who owned Limited Brands common stock (which we refer to 
throughout this proxy statement as “Common Stock’) at the close of business on the record date, March 29, 
2010. As of the record date, there were 323,419,193 shares of Common Stock outstanding. Each share of 
Common Stock that you own entitles you to one vote. 


Voting Your Shares 


Whether or not you plan to attend the annual meeting, we urge you to vote. Stockholders of record can give 
proxies by calling a toll-free telephone number, by using the Internet or by mailing their signed proxy cards. The 
telephone and Internet voting procedures are designed to authenticate stockholders’ identities, to allow 
stockholders to give their voting instructions and to confirm that stockholders’ instructions have been recorded 
properly. If you are voting by mail, please complete, sign and date the enclosed proxy card and return it promptly 
in the envelope provided. If you are voting by telephone or via the Internet, please use the telephone or Internet 
voting procedures set forth on the enclosed proxy card. Returning the proxy card or voting via telephone or the 
Internet will not affect your right to attend the meeting and vote. 


The enclosed proxy card indicates the number of shares that you own. 


Voting instructions are included on your proxy card. If you properly fill in your proxy card and send it to us 
or vote via telephone or the Internet in time to vote, one of the individuals named on your proxy card (your 
“proxy”) will vote your shares as you have directed. If you sign the proxy card or vote via telephone or the 
Internet but do not make specific choices, your proxy will follow the Board’s recommendations and vote your 
shares for the following matters: 


e “FOR” the election of the Board’s four nominees for director (as described on pages 4 through 6). 


e “FOR” the ratification of the appointment of our independent registered public accountants (as 
described on page 11). 


If any other matter is properly presented at the meeting, your proxy will vote in accordance with his or her 
best judgment. At the time this proxy statement went to press, we knew of no other matters to be acted on at the 
meeting. See “Vote Necessary to Approve Proposals” for a discussion of the votes required to approve these 
items. 


Certain stockholders received a Notice containing instructions on how to access this proxy statement and 
our Annual Report on Form 10-K via the Internet. Those stockholders should refer to the Notice for instructions 
on how to vote. 


Revoking Your Proxy 
You may revoke your proxy by: 
¢ submitting a later dated proxy (including a proxy via telephone or the Internet), 


¢ notifying our Secretary at our principal executive offices at Three Limited Parkway, Columbus, Ohio, 
in writing before the meeting that you have revoked your proxy, or 


* voting in person at the meeting. 


Voting in Person 


If you plan to vote in person, a ballot will be available when you arrive. However, if your shares are held in 
the name of your broker, bank or other nominee, you must bring an account statement or letter from the nominee 
indicating that you were the beneficial owner of the shares at the close of business on March 29, 2010, the record 
date for voting. 


Appointing Your Own Proxy 


If you want to give your proxy to someone other than the individuals named as proxies on the proxy card, 
you may cross out the names of those individuals and insert the name of the individual you are authorizing to 
vote. Either you or that authorized individual must present the proxy card at the meeting. 


Quorum Requirement 


A quorum of stockholders is necessary to hold a valid meeting. The presence in person or by proxy at the 
meeting of holders of shares representing at least one-third of the votes of the Common Stock entitled to vote 
constitutes a quorum. Abstentions and “broker non-votes” are counted as present for establishing a quorum. A 
broker non-vote occurs on an item when a broker is not permitted to vote on that item absent instruction from the 
beneficial owner of the shares and no instruction is given. 


Vote Necessary to Approve Proposals 


e Pursuant to the Company’s Bylaws, each director will be elected by a majority of the votes cast with 
respect to such director. A majority of the votes cast means that the number of votes “for” a director’s 
election must exceed 50% of the votes cast with respect to that director’s election. Under Delaware 
law, if the director is not elected at the annual meeting, the director will continue to serve on the Board 
as a “holdover director.” As required by the Company’s Bylaws, each director has submitted an 
irrevocable letter of resignation as director that becomes effective if he or she does not receive a 
majority of votes cast in an election and the Board accepts the resignation. If a director is not elected, 
the Nominating & Governance Committee will consider the director’s resignation and recommend to 
the Board whether to accept or reject the resignation. 


e The ratification of Ernst & Young LLP as our independent registered public accountants requires the 
affirmative vote of a majority of the votes present in person or by proxy and voting thereon. 
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Impact of Abstentions and Broker Non-Votes 


You may “abstain” from voting for any nominee in the election of directors and for the ratification of 
Ernst & Young LLP as the Company’s independent registered public accountants. Abstentions will not count as a 
vote cast with respect to the election of directors or the ratification of Ernst & Young LLP. Abstentions with 
respect to the ratification of Ernst & Young LLP will be excluded entirely from the vote and will have no effect. 


In addition, under New York Stock Exchange (“NYSE”) rules, if your broker holds your shares in its name, 
your broker is permitted to vote your shares on the ratification of Ernst & Young LLP, even if it does not receive 
voting instructions from you. Prior to 2010, the election of directors was considered a matter for which brokers 
were permitted to vote your shares. Beginning this year, brokers are no longer permitted to vote your shares for 
the election of directors without specific instruction. A “broker non-vote” occurs when a broker submits a proxy 
but refrains from voting. Shares represented by broker non-votes are counted as present or represented for 
purposes of determining the presence of a quorum but are not counted as otherwise present or represented. 


Obtaining Additional Copies of the Proxy Materials 


We have adopted a procedure called “householding.” Under this procedure, stockholders who share the 
same last name and reside at the same mailing address will receive one Notice or one set of proxy materials (if 
they have elected to receive hard copies of the proxy materials), unless one of the stockholders at that address has 
notified us that they wish to receive individual copies. Stockholders who participate in householding continue to 
receive separate control numbers for voting. Householding does not in any way affect dividend check mailings. 


If you hold Limited Brands Common Stock and currently are subject to householding, but prefer to receive 
separate copies of proxy materials and other stockholder communications from Limited Brands, or if you are 
sharing an address with another stockholder and would like to consent to householding, you may revoke or grant 
your consent to householding as appropriate at any time by calling toll-free at 1-800-579-1639. 


A number of brokerages and other institutional holders of record have implemented householding. If you 
hold your shares beneficially in street name, please contact your broker or other intermediary holder of record to 
request information about householding. 


ELECTION OF DIRECTORS 


The Board of Directors has nominated four directors for election at the annual meeting. If you elect the four 
nominees, they will hold office for a three-year term expiring at the 2013 annual meeting or until their successors 
have been elected. All nominees are currently serving on our Board of Directors. 


We believe that our Board as a whole possesses the right diversity of experience, qualifications and skills to 
oversee and address the key issues facing our Company. In addition, we believe that each of our directors 
possesses key attributes that we seek in a director, including strong and effective decision-making, 
communication and leadership skills. Set forth below is additional information about the experience and 
qualifications of each of the nominees for director, as well as each of the current members of the Board, that led 
the Nominating & Governance Committee and Board of Directors to conclude, at the time each individual was 
nominated to serve on the Board of Directors, that he or she would provide valuable insight and guidance as a 
member of the Board of Directors. 


Your proxy will vote for each of the nominees unless you specify otherwise. If any nominee is unable to 
serve, your proxy may vote for another nominee proposed by the Board of Directors. We do not know of any 
nominee of the Board of Directors who would be unable to serve as a director if elected. 


The Board of Directors Recommends a Vote FOR the Election of All of the Following Nominees of the 
Board of Directors: 


Nominees and Directors 


Nominees of the Board of Directors for Election at the 2010 Annual Meeting. 
Dennis S. Hersch Director since 2006 Age 63 


Mr. Hersch is President of N.A. Property, Inc., through which he acts as a business advisor to Mr. and 
Mrs. Wexner, and has done so since February 2008. He also serves as a trustee of several trusts established by 
Mr. and Mrs. Wexner. He was a Managing Director of JPMorgan Securities Inc., an investment bank, from 
December 2005 through January 2008, where he served as the Global Chairman of its Mergers & Acquisitions 
Department. Mr. Hersch was a partner of Davis Polk & Wardwell LLP, a New York law firm, from 1978 until 
December 2005. Mr. Hersch has been a director of Clearwire Corporation, a wireless, high-speed Internet service 
provider, since November 2008. Mr. Hersch’s nomination is supported by his legal and financial expertise, as 
well as his considerable experience with corporate governance matters, strategic issues and corporate 
transactions. 


David T. Kollat Director since 1976 Age 71 


Dr. Kollat has been Chairman of 22, Inc., a management consulting firm, since 1987. He is also a director of 
Big Lots, Inc., a retailer, Select Comfort Corporation, a bed manufacturing company, and Wolverine World 
Wide, Inc., a footwear, apparel and accessories manufacturing company. In addition to his broad business 
experience (including service on several boards of directors) and marketing expertise, Dr. Kollat’s nomination is 
supported by his particular experience in the retail, apparel and other related industries, both at the management 
and board levels. 


William R. Loomis, Jr. Director since 2005 Age 62 
Mr. Loomis was a General Partner or Managing Director of Lazard Freres & Co., an investment bank, from 
1984 to 2002. After the formation of Lazard LLC in 2000, he became the Chief Executive Officer of the new 


entity. Mr. Loomis became a Limited Managing Director of Lazard LLC in 2002 and resigned from that position 
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in March 2004. Through 2005, Mr. Loomis was a member of the Board of Directors of Alcan, Inc. Since January 
2009, Mr. Loomis has been an independent financial advisor. Mr. Loomis’s nomination is supported by his 
executive experience, financial expertise and substantial history as a senior strategic advisor to complex 
businesses and multiple executives. 


Leslie H. Wexner Director since 1963 Age 72 


Mr. Wexner has been Chief Executive Officer of Limited Brands since he founded the Company in 1963, 
and Chairman of the Board for more than forty years. Mr. Wexner is the husband of Abigail S. Wexner. 
Mr. Wexner’s nomination is supported by his leadership of the Company since its inception, demonstrated 
through its substantial growth. 


Directors Whose Terms Continue until 2011 Annual Meeting 
Donna A. James Director since 2003 Age 52 


In April 2006, Ms. James established Lardon & Associates LLC, a business and executive advisory services 
firm, where she is Managing Director. Ms. James served as the President of Nationwide Strategic Investments, a 
division of Nationwide Mutual Insurance Company (“Nationwide”), from 2003 through March 31, 2006. 
Ms. James served as Executive Vice President and Chief Administrative Officer of Nationwide and National 
Financial Services from 2000 until 2003. Ms. James served as Chairman of Financial Settlement Services 
Agency, Inc. from 2005 through 2006. She is a director of Coca-Cola Enterprises Inc., a nonalcoholic beverages 
company, Conseco, Inc., an insurance company, and Time Warner Cable Inc., a provider of video, data and voice 
services. Ms. James’s nomination was supported by her executive experience, financial expertise, service on 
several boards of directors and experience with respect to corporate diversity and related issues. 


Jeffrey H. Miro Director since 2006 Age 67 


Mr. Miro has been a senior partner of the Honigman Miller Schwartz and Cohn LLP law firm since 
November 2004. He was a partner and Chairman of the law firm of Miro Weiner & Kramer from 1981 until 
November 2004. He is an Adjunct Professor of Law at The University of Michigan Law School, teaching courses 
in taxation and corporate governance. Mr. Miro is a director of M/I Homes, Inc., a national home building 
company, and was a director of Sotheby’s Holdings, Inc. until May 2006. Mr. Miro’s nomination was supported 
by his legal expertise, particularly with respect to corporate governance and real estate, which are matters of 
considerable importance to the Company. 


Raymond Zimmerman Director since 1984 Age 77 


Mr. Zimmerman is the Chief Executive Officer of Service Merchandise LLC. Mr. Zimmerman was 
Chairman of the Board and Chief Executive Officer of 99¢ Stuff, LLC from 1999 to 2003 and the Chairman of 
the Board and Chief Executive Officer of 99¢ Stuff, Inc. from 2003 to 2008. In January 2007, 99¢ Stuff, Inc. 
filed a voluntary petition under Chapter 11 of the United States Bankruptcy Code and in October 2007 99¢ Stuff, 
Inc. emerged from bankruptcy. Mr. Zimmerman’s nomination was supported by his financial expertise and broad 
business experience, particularly in the retail sector. 


Directors Whose Terms Continue until 2012 Annual Meeting 
James L. Heskett Director since 2002 Age 77 


Professor Heskett is a Baker Foundation Professor Emeritus at the Harvard University Graduate School of 
Business Administration, where he has served on the faculty and administration since 1965. Professor Heskett 
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served as a member of the Board of Directors of Office Depot, Inc. through 2006 and as a member of the Board 
of Directors of Intelliseek through 2005. Professor Heskett’s nomination was supported by his broad expertise 
with respect to a range of management and organizational matters, including customer relationship management, 
service management and entrepreneurship. 


Allan R. Tessler Director since 1987 Age 73 


Mr. Tessler has been Chairman of the Board and Chief Executive Officer of International Financial Group, 
Inc., an international merchant banking firm, since 1987. He has been Chairman of the Board of Epoch 
Investment Partners, Inc., an investment management company and formerly J Net Enterprises, since 2004. He 
was Chief Executive Officer and Chairman of the Board of J Net Enterprises from 2000 to 2004. Mr. Tessler was 
Chairman of the Board of InterWorld Corporation from 2001 to 2004. Mr. Tessler was Chairman of Checker 
Holdings Corp. IV from 1997 to 2009. Mr. Tessler has served as a director of TD Ameritrade, a securities 
brokerage company, since November 2006. Mr. Tessler serves on TD Ameritrade’s Audit Committee. 
Mr. Tessler’s nomination was supported by his broad business experience and financial expertise, together with 
his involvement in various public policy issues. 


Abigail S. Wexner Director since 1997 Age 48 


Mrs. Wexner is Chair of the Boards of Directors of Nationwide Children’s Hospital Inc. and Nationwide 
Children’s Hospital; Founder and Chair of the Boards of the Columbus Coalition Against Family Violence, 
KidsOhio.org and the Center for Child and Family Advocacy; Vice Chair of the Board of KIPP Journey 
Academy; and a Trustee of The Wexner Center Foundation and the United States Equestrian Team Foundation. 
Mrs. Wexner is the wife of Leslie H. Wexner. Mrs. Wexner’s nomination was supported by her executive and 
legal experience, as well as her expertise with respect to a wide range of diversity, philanthropic and public 
policy issues. 


Former Director 


Jeffrey B. Swartz, a member of our Board of Directors since 2005, has informed the Company that he will 
retire effective May 27, 2010, at the conclusion of our 2010 annual meeting. 


Director Independence 


The Board has determined that each of the individuals nominated to serve on the Board of Directors, other 
than Dennis S. Hersch and Leslie H. Wexner, together with each of the members of the Board who will continue 
to serve after the 2010 annual meeting of stockholders (except for Abigail S. Wexner), has no material 
relationship with the Company other than in his or her capacity as a director of the Company and that each is 
“independent” in accordance with applicable NYSE standards. Following the annual meeting of stockholders, if 
all director nominees are elected to serve as our directors, independent directors will constitute more than 
two-thirds of our Board. 


In making these determinations, the Board took into account all factors and circumstances that it considered 
relevant, including, where applicable, the existence of any employment relationship between the director (or 
nominee) or a member of the director’s (or nominee’s) immediate family and the Company; whether within the 
past three years the director (or nominee) has served as an executive officer of the Company; whether the director 
(or nominee) or a member of the director’s (or nominee’s) immediate family has received, during any twelve- 
month period within the last three years, direct compensation from the Company in excess of $120,000; whether 
the director (or nominee) or a member of the director’s (or nominee’s) immediate family has been, within the last 
three years, a partner or an employee of the Company’s internal or external auditors; and whether the director (or 
nominee) or a member of the director’s (or nominee’s) immediate family is employed by an entity that is 
engaged in business dealings with the Company. The Board has not adopted categorical standards with respect to 
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director independence. The Board believes that it is more appropriate to make independence determinations on a 
case-by-case basis in light of all relevant factors. 


Board Leadership Structure 


Mr. Leslie H. Wexner, nominated this year for reelection to the Board, serves as Chairman of the Board and 
Chief Executive Officer of the Company. Mr. Wexner is the founder of the Company and has served as its 
Chairman and Chief Executive Officer for over forty years. Mr. Wexner (through his personal holdings and 
associated trusts) is also the Company’s largest shareholder. The Board believes that Mr. Wexner’s experience 
and expertise in the Company’s business and operations is unrivaled and that he is uniquely qualified to lead the 
Company. Accordingly, the Company believes that Mr. Wexner’s service as both Chairman of the Board and 
Chief Executive Officer is a significant benefit to the Company and provides more effective leadership than 
could be achieved in another leadership structure. 


The Board has designated Allan R. Tessler, the Chairperson of the Nominating & Governance Committee, 
to serve as the lead independent director, among other things, presiding over all executive sessions of 
non-management directors. The Company believes that the lead independent director structure, including 
Mr. Tessler’s service as lead independent director, offers independent oversight of the Company’s management 
to complement the leadership that Mr. Wexner provides to the Board as its Chairman. 


Risk Oversight; Certain Compensation Matters 


The Company’s Board of Directors, directly and through the Audit Committee and other Committees of the 
Board, takes an active role in the oversight of the Company’s policies with respect to the assessment and 
management of enterprise risk. Among other things, the Board has policies in place for identifying the senior 
executive responsible for key risks as well as the Board Committees with oversight responsibility for particular 
key risks. In a number of cases, oversight is conducted by the full Board. 


Among other things, the Company, including the Compensation Committee of the Board, has evaluated the 
Company’s compensation structure from the perspective of enterprise risk. The Company, including the 
Compensation Committee, believes that the Company’s compensation structures are appropriate and do not 
incent inappropriate taking of business risks. 


Information Concerning the Board of Directors 
Meeting Attendance. 


Our Board of Directors held 7 meetings in fiscal year 2009. During fiscal year 2009, all of the directors 
(except Mr. Swartz) attended 75% or more of the total number of meetings of the Board and of the committees of 
the Board on which they served. 


Committees of the Board of Directors 
Audit Committee. 


The Audit Committee of the Board is instrumental in the Board’s fulfillment of its oversight responsibilities 
relating to (i) the integrity of the Company’s financial statements, (ii) the Company’s compliance with legal and 
regulatory requirements, (iii) the qualifications, independence and performance of the Company’s independent 
auditors and (iv) the performance of the Company’s internal audit function. The current members of the Audit 
Committee are Ms. James (Chair) and Messrs. Loomis, Tessler and Zimmerman. The Board has determined that 
each of the Audit Committee members meets the independence, expertise and experience standards established 
by the NYSE and the Securities and Exchange Commission (the “Commission”) for service on the Audit 
Committee of the Company’s Board of Directors and for designation as an “audit committee financial expert” 
within the meaning of the regulations promulgated by the Commission. 


7 


The Report of the Audit Committee can be found on page 42 of this proxy statement. The Audit Committee 
held 14 meetings in fiscal year 2009. 


Compensation Committee. 


The Compensation Committee of the Board (i) oversees the Company’s compensation and benefits 
philosophy and policies generally, (ii) evaluates the Chief Executive Officer’s (the “CEO”) performance and 
oversees and sets compensation for the CEO, (iii) oversees the evaluation process and compensation structure for 
other members of the Company’s senior management and (iv) fulfills the other responsibilities set forth in its 
charter. During fiscal year 2009 the members of the Compensation Committee were Dr. Heskett (Chair), 
Mr. Miro, Dr. Kollat (beginning in March 2009) and (until September 2009) Mr. Swartz. All such individuals, 
other than Mr. Swartz, continue to serve on such Committee. The Board has determined that each of the 
Compensation Committee members is “independent” in accordance with applicable NYSE standards. 


The Report of the Compensation Committee can be found on page 37 of this proxy statement. The 
Compensation Committee held 9 meetings in fiscal year 2009. 


Executive Committee. 


The Executive Committee of the Board may exercise, to the fullest extent permitted by law, all of the 
powers and authority granted to the Board. Among other things, the Executive Committee may declare 
dividends, authorize the issuance of stock and authorize the seal of Limited Brands to be affixed to papers that 
require it. The current members of the Executive Committee are Messrs. Wexner (Chair) and Tessler. 


Finance Committee. 


The Finance Committee of the Board periodically reviews our financial position and financial arrangements 
with banks and other financial institutions. The Finance Committee also makes recommendations on financial 
matters that it believes are necessary, advisable or appropriate. The current members of the Finance Committee 
are Mr. Tessler (Chair), Mr. Hersch, Dr. Kollat, Mr. Loomis, Mrs. Wexner and Mr. Zimmerman. 


The Finance Committee held one meeting in fiscal year 2009. 


Nominating & Governance Committee. 


The Nominating & Governance Committee of the Board identifies and recommends to the Board candidates 
who are qualified to serve on the Board and its committees. The Nominating & Governance Committee considers 
and reviews the qualifications of any individual nominated for election to the Board by stockholders. It also 
proposes a slate of candidates for election as directors at each annual meeting of stockholders. The Nominating & 
Governance Committee also develops and recommends to the Board, and reviews from time to time, a set of 
corporate governance principles for the Company and monitors compliance with those principles. The current 
members of the Nominating & Governance Committee are Mr. Tessler (Chair), Dr. Heskett, Ms. James and 
Mr. Miro. The Board has determined that each of the Nominating & Governance Committee members is 
“independent” in accordance with applicable NYSE standards. 


The Nominating & Governance Committee develops and recommends to the Board criteria and procedures 
for the selection and evaluation of new individuals to serve as directors and committee members. It also reviews 
and periodically makes recommendations to the Board regarding the composition, size, structure, practices, 
policies and activities of the Board and its committees. In making its assessment and in identifying and 
evaluating director nominees, the Nominating & Governance Committee takes into account the qualification of 
existing directors for continuing service or re-nomination which may be affected by, among other things, the 
quality of their contributions, their attendance records, changes in their primary employment or other business 
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affiliations, the number of boards of publicly held companies on which they serve, or other competing demands 
on their time and attention. While the Board has not established any specific minimum qualifications for director 
nominees, as indicated in the Company’s corporate governance principles, the directors and any potential 
nominees should be individuals of diverse backgrounds who possess the integrity, judgment, skills, experience 
and other characteristics that are deemed necessary or desirable for the effective performance of the Board’s 
oversight function. Certain of the skills, qualifications and particular areas of expertise considered with respect to 
the members of the Board of Directors at the time each Director was nominated are summarized in the director 
biographies found on pages 4 through 6 of this proxy statement. Although the Nominating & Governance 
Committee considers diversity as a factor in the selection of Board nominees, the Committee has no formal 
policy regarding the role of diversity in its selection process. 


The Nominating & Governance Committee does not have a formal policy on the consideration of director 
candidates recommended by stockholders. The Board believes that it is more appropriate to give the 
Nominating & Governance Committee flexibility in evaluating stockholder recommendations. In the event that a 
director nominee is recommended by a stockholder, the Nominating & Governance Committee will give due 
consideration to the director nominee and will use the same criteria used for evaluating Board director nominees, 
in addition to considering the information relating to the director nominee provided by the stockholder. 


To date, the Company has not engaged third parties to identify or evaluate or assist in identifying potential 
director nominees, although the Company reserves the right in the future to retain a third-party search firm, if 
appropriate. 


The Nominating & Governance Committee held 3 meetings in fiscal year 2009. 


Meetings of the Company’s Non-Management Directors 


The non-management directors of the Board meet in executive session in connection with each regularly 
scheduled Board meeting. The director who is the Chairperson of the Nominating & Governance Committee 
serves as the chair of those meetings. 


Communications with the Board 


The Board provides a process for interested parties to send communications to the full Board, the 
non-management members of the Board and the members of the Audit Committee. Any director may be 
contacted by writing to him or her c/o Limited Brands, Inc., Three Limited Parkway, Columbus, Ohio 43230 or 
emailing at boardofdirectors@limitedbrands.com. Any stockholder wishing to contact non-management 
directors or Audit Committee members may send an email to nonmanagementdirectors @ limitedbrands.com or 
auditcommittee @ limitedbrands.com, respectively. Communications that are not related to a director’s duties and 
responsibilities as a Board member, a non-management director or an Audit Committee member may be 
excluded by the Office of the General Counsel, including, without limitation, solicitations and advertisements; 
junk mail; product-related communications; job referral materials such as resumes; surveys; and any other 
material that is determined to be illegal or otherwise inappropriate. The directors to whom such information is 
addressed are informed that the information has been removed and that it will be made available to such directors 
upon request. 


Attendance at Annual Meetings 


The Company does not have a formal policy regarding attendance by members of the Board of Directors at 
the Company’s annual meeting of stockholders. However, it encourages directors to attend and historically most 
have done so. Nine of the then-current Board members attended the 2009 annual meeting. Each director is 
expected to dedicate sufficient time, energy and attention to ensure the diligent performance of his or her duties, 
including by attending meetings of the Board and the committees of which he or she is a member. 
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Code of Conduct and Related Person Transaction Policy 


The Company has a code of conduct which is applicable to all employees of the Company, including the 
Company’s CEO, Chief Administrative Officer and Chief Financial Officer, and to members of the Board of 
Directors. Any amendments to the code or any waivers from any provisions of the code granted to executive 
officers or directors will be promptly disclosed to stockholders through posting on the Company’s website at 
http://www.limitedbrands.com. 


The Board has adopted Limited Brands’ Related Person Transaction Policy (the “Related Person 
Transaction Policy”). Under the Related Person Transaction Policy, subject to certain exceptions, directors and 
executive officers of the Company are required to notify the Company of the existence or potential existence of 
any financial or commercial transaction, agreement or relationship involving the Company in which a director or 
executive officer or his or her immediate family members has a direct or indirect material interest. Each such 
transaction must be approved by the Board or a committee consisting solely of independent directors after 
consideration of all material facts and circumstances. 


Copies of the Company’s Code of Conduct, Corporate Governance Principles, Related Person Transaction 
Policy and Committee Charters 


The Company’s code of conduct, corporate governance principles, Related Person Transaction Policy, as 
well as the charters of the Audit Committee, Compensation Committee and Nominating & Governance 
Committee of the Board of Directors, are available on the Company’s website at http://vww.limitedbrands.com. 
Stockholders may also request a copy of any such document from: Limited Brands, Inc., Attention: Investor 
Relations, Three Limited Parkway, Columbus, Ohio 43230. 
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RATIFICATION OF THE APPOINTMENT OF INDEPENDENT REGISTERED PUBLIC 
ACCOUNTANTS 


The Audit Committee has appointed Ernst & Young LLP to serve as the Company’s independent registered 
public accountants for the fiscal year ending January 29, 2011. We are asking you to ratify this appointment, 
although your ratification is not required. A representative of Ernst & Young LLP will be present at the meeting, 
will have the opportunity to make a statement and will be available to respond to appropriate questions. 


Additional information concerning the Company’s engagement of Ernst & Young LLP is included on 
page 43. 


The Board of Directors Recommends a Vote FOR the Ratification of the Appointment of Ernst & 
Young LLP as the Company’s Independent Registered Public Accountants. 
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COMPENSATION-RELATED MATTERS 


Compensation Discussion and Analysis 


Executive Summary—The Purpose of Our Executive Compensation Program 


The Limited Brands’ executive compensation program is designed to ensure that the interests of executive 
officers are closely aligned with those of stockholders. We believe that our program is effective in allowing us to 
attract, motivate and retain highly qualified senior talent who can successfully deliver outstanding business 
performance. 


We target total compensation for executive officers between the 50" and 75" percentile of the competitive 
market and believe that this practice allows us to attract and retain executive officers and to provide rewards that 
are competitive based on the market value for skills needed by our executive officers. In addition, we believe that 
this practice is appropriate in light of the high level of commitment, job demands and the expected performance 
contribution required from each of our executive officers in our extremely competitive marketplace. 


During 2009, in an effort to balance the interests of stockholders, the Company and executives in the context 
of the severe economic downturn, the Compensation Committee of the Board took the following actions: 


e Did not award salary increases to executive officers. 


e Established short-term performance-based incentive compensation targets that reflected motivational 
goals in an unprecedented challenging economic environment. 


e Changed the performance criteria for our restricted stock program to de-couple the payout from the 
achievement of the performance goals for our short-term cash incentive compensation while 
maintaining the program’s retentive value and tax efficiency. 


e Changed the vesting of our annual restricted stock grant from 40% vesting after two years and 60% 
vesting after three years to three year cliff vesting while the vesting of stock options was changed from 
25% per year over four years to 33% per year over three years. This change was made to simplify our 
equity-based incentive programs. 


We continue to believe that pay realized by executive officers should be very closely aligned with 
performance that benefits our stockholders and that these actions support this philosophy. 


The following Compensation Discussion and Analysis outlines additional details regarding our executive 
compensation program and policies. The Compensation Committee has provided oversight to the design and 
administration of our program and policies, participated in the preparation of the Compensation Discussion and 
Analysis and recommended to the Board of Directors that the Compensation Discussion and Analysis be 
included in this proxy statement. 


Compensation Governance 


Our executive compensation program is overseen by the Compensation Committee of the Board of 
Directors. Compensation Committee members are appointed by our Board and meet the independence and other 
requirements of the NYSE and other applicable laws and regulations. Compensation Committee members are 
selected based on their knowledge and experience in compensation matters from their professional roles and their 
roles on other boards. 


As part of its self-evaluation process, the Compensation Committee considers best practices and compliance 
with the highest governance standards. The Compensation Committee continued its work to enhance 
communication with the Board and maximize the effectiveness of the Committee. The role of the Compensation 
Committee and information about its meetings are set forth elsewhere in this proxy statement. 


The Compensation Committee’s charter is available on our website at http:/Avww.limitedbrands.com. 
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Compensation Consultant 


As permitted by its charter, the Compensation Committee retained Watson Wyatt as its independent 
executive compensation consultant to assist in its evaluation of CEO and executive officer compensation levels, 
severance arrangements and program design. Effective January 1, 2010 Watson Wyatt merged with Towers 
Perrin and became Towers Watson. The Compensation Committee, considering recommendations from our 
management team, determines the work to be performed by the consultant. The consultant works with 
management to gather data required in preparing analyses for Compensation Committee review. 


Specifically, the consultant provides the Compensation Committee with market trend information, data and 
recommendations to enable the Compensation Committee to make informed decisions and to stay abreast of 
changing market practices. In addition, Towers Watson provided analysis on the alignment of pay and 
performance, provided consultation on our executive compensation strategy and assisted in the process of 
preparing this disclosure. 


The Compensation Committee has the sole authority to retain and terminate any independent executive 
compensation consultant. To that end, it periodically reviews the performance of the consultant and considers 
alternative consultants. In considering the advice provided by an executive compensation consultant, and whether 
to retain or continue the retention of an executive compensation consultant, the Compensation Committee 
requires that the Company regularly inform the Compensation Committee of all work provided or to be provided 
by the consulting firm and its affiliates to the Company in addition to the executive compensation services 
provided to the Compensation Committee. Additionally, the Compensation Committee reviews all bills rendered 
by the compensation consulting firm to the Company for services provided to both the Company and the 
Compensation Committee. In addition to the services provided at the request of the Compensation Committee, a 
separate division of Towers Watson provides a call center tracking system for which we pay quarterly software 
usage fees. These fees are less than $120,000. The Compensation Committee believes that the provision of this 
work by Towers Watson does not impair the independence and objectivity of advice provided to the 
Compensation Committee on executive compensation matters. 


Committee Delegation 


The Compensation Committee may delegate its authority to subcommittees or the Chair of the 
Compensation Committee when it deems appropriate and in the best interests of the Company. In accordance 
with its charter, the Compensation Committee has delegated to our Executive Vice President of Human 
Resources the authority to make grants of stock rights or options under and in accordance with the Company’s 
stock incentive plan with a value up to $250,000 to any associate that is not a Section 16 officer of the Company 
or a senior leadership team member. 


Company management, including the Executive Vice President of Human Resources and the Senior Vice 
President of Talent Management and Total Rewards, generally prepare the materials for and attend 
Compensation Committee meetings, along with a representative from the Office of the General Counsel who 
records the minutes of the meeting, the Chief Administrative Officer and the Chief Financial Officer. This 
management team proposes compensation program design and recommends compensation levels and stock 
awards for executives. The CEO does not play a role in recommending his own compensation. The 
Compensation Committee makes the final determination regarding management’s proposals. The Compensation 
Committee regularly meets in executive session without management present. 
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Executive Compensation Philosophy 


The Compensation Committee believes that executive compensation programs should be built on a 
philosophy reflected in clearly articulated guiding principles. We have designed our executive compensation 
programs with the following guiding principles in mind: 


To Pay for Performance. 


We believe in paying for results. Accordingly, the primary goal of the compensation program is to link total 
executive compensation to performance that enhances stockholder value. Our executives are compensated based 
on a combination of total Company, brand and individual performance factors. Total Company and brand 
performance are evaluated primarily based on the degree by which pre-established financial targets are met. In 
2009, this philosophy resulted in short-term incentive payments that exceeded the targeted level due to superior 
performance. Individual performance is evaluated based upon several leadership factors, including: 


¢ Building brand identity; 

e — Attaining specific merchandise and financial objectives; 

e — Building and developing a strong leadership team; 

e Developing an effective infrastructure to support future business growth and profitability; and 


e« Commitment to living the values of Limited Brands. 


To Pay Competitively. 


We are committed to providing a total compensation program designed to attract superior leaders to the 
Company and to retain performers of the highest caliber. To achieve this goal, we annually compare our pay 
practices and overall pay levels with other leading retail organizations, and, where appropriate, with non-retail 
organizations when establishing our pay guidelines. 


To Pay Equitably. 


We believe that it is important to apply generally consistent guidelines for all executive officer 
compensation programs. In order to deliver equitable pay levels, the Compensation Committee considers depth 
and scope of accountability, complexity of responsibility, and executive officer performance, both individually 
and collectively as a team. 


To Encourage Ownership of Company Stock. 


We design compensation policies and practices to encourage ownership of Common Stock. Beginning in 
2005, the Compensation Committee approved stock ownership guidelines for our executive officers and 
members of the Board of Directors. The guidelines set a minimum level of ownership value according to the 
position and responsibility ranging from three to five times their annual base salary. 


According to these principles, we have structured our total compensation for executive officers such that a 
smaller proportion is fixed compensation and a larger proportion is performance-contingent, based on brand and 
Common Stock performance. 


Executive Compensation Practices 


The Compensation Committee continually reviews our executive compensation to ensure it best reflects our 
compensation philosophy. The principal elements of our executive compensation are base salary, short-term 
performance-based cash incentive compensation and long-term equity-based incentive programs. 
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In determining the targeted compensation level for our executive officers, the Compensation Committee 
considers the recommendations of management (except with regard to Mr. Wexner) in light of the following: 


e Individual performance and future potential; 
e Market practice; and 


e — Scope of the executive’s responsibilities and duties. 


Although there is no formal policy for a specific allocation between short-and long-term, fixed and at-risk, 
or between cash and non-cash compensation, the Compensation Committee seeks a pay mix that places greater 
emphasis on performance-based and equity compensation. 


The pay mix is designed to generally reflect market practice, the needs of our workforce, and to provide 
executive officers with attractive levels of current pay while encouraging officers to remain with our Company 
for the long-term. In addition, we believe the structure of our pay mix appropriately motivates our executives 
without encouraging unnecessary risk-taking. When setting the amount of compensation to be awarded in a given 
year, the Compensation Committee considers the relative proportion of total compensation delivered on a current 
and long-term basis and in the form of cash and equity prior to making changes to compensation levels. 


Long-term equity compensation helps to align the interests of our executive officers with those of our 
stockholders, ensuring that our executive officers realize similar gains and losses as our stockholders. We believe 
that the vesting requirement of our long-term equity compensation increases the likelihood that we will be able to 
retain top performers and encourages good performance. 


Short-term performance-based incentive compensation reflects the seasonal nature of our business and 
provides for incentive payments based on the achievement of predetermined operating income goals for each 
six-month operating season. Payments are increased or decreased based on the performance of our Company 
over the seasonal measurement period. Therefore, actual compensation realized may be more or less than the 
targeted compensation opportunity in any given year. 


We would seek to recover, under the relevant provisions of the Sarbanes-Oxley Act, previously awarded 
bonuses or equity-based compensation or profits in the event of a restatement of financial or other performance 
results. 


The Compensation Committee reviewed all of the components of the named executive officers’ 
compensation for the years 2007, 2008 and 2009, including salary, short-term incentive compensation, realized 
and unrealized gains on stock options and restricted stock, the cost to the Company of all perquisites, payout 
obligations under the Company’s non-qualified deferred compensation plan and supplemental executive 
retirement plan and potential payouts under several potential severance and change-in-control scenarios. Tally 
sheets including all of the above components were reviewed by the Compensation Committee to determine the 
reasonableness of the compensation of the named executive officers. The Compensation Committee concluded 
that compensation levels are reasonable and in the best interests of Limited Brands and its stockholders. The 
Compensation Committee will continue to review tally sheets at least annually. 


Market practice consideration consists of a comparison of the target and actual compensation for our named 
executive officers to publicly available data on base salary, bonus and long-term incentive compensation for 
executives from a peer group consisting of 20 national and regional specialty and department store retail 
organizations to benchmark the appropriateness and competitiveness of their compensation. In 2008, with the 
assistance of Towers Watson, this list of peer companies was changed to appropriately reflect our current 
business focus, including the divestiture of our apparel brands in 2007. The peer group companies were chosen 
because of their general similarity to Limited Brands in total revenue, business and merchandise focus, 
geographic location and/or their frequent competition with the Company for executive talent. The Compensation 
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Committee reviewed the peer companies in 2009 and determined that no changes were necessary. For the 2008 
and 2009 fiscal years, the comparison companies were: 


Abercrombie & Fitch DSW Nordstrom 
American Eagle Outfitters Estee Lauder Polo Ralph Lauren 
Ann Taylor Gap Target 

Avon JCPenney TJX Companies 
Bed Bath & Beyond Kohl’s Tween Brands 

Liz Claiborne Macy’s Williams-Sonoma 
Coach Nike 


This peer group includes a subset of companies in the S&P 500 Retail Composite Index represented in the 
Comparison of Cumulative 5 Year Total Return graph included in our Annual Report on Form 10-K for the 2009 
fiscal year. 


For 2009, total direct compensation at target, including base salary, performance-based incentive 
compensation and equity-based incentives, was strategically positioned above the median of the companies 
against which we benchmark our compensation. Actual performance results for 2009 were above targeted levels 
and as a result, actual compensation was above targeted levels. 


At the Compensation Committee’s request, Towers Watson analyzed our long-term equity compensation 
program and its relationship to our performance over the three-year period ending in 2008 relative to 
compensation levels and performance of our peer group described above. Based on this analysis, our 
Compensation Committee believes that our long-term compensation program results are aligned with 
performance. 


Towers Watson also analyzed 2008 performance and its relationship to our short-term incentive 
compensation program. This analysis revealed an anomalous relationship between our 2008 short-term executive 
officer pay and our 2008 performance attributable, in large part, to our seasonal incentive program approach, 
which is designed to reflect the seasonal nature of our business and the distinctively different results for the 
Spring and Fall seasons. 


In the first half of 2008, operating income increased, and all of the Company’s major retail businesses 
reported year over year operating income increases resulting in performance-based pay for the Spring season that 
was generally above target. However, in the second half of 2008, our operating income decreased in conjunction 
with the economic downturn resulting in no performance-based payments for the Fall season. In contrast, the 
annual bonus program payouts of a majority of our peer companies for the 2008 performance period reflected the 
effect of the severe retail industry recession during the latter half of 2008. Our Compensation Committee 
continues to believe that the design of our short-term program is appropriately tailored to our business, 
recognizes the strategic importance of aligning executive pay with our seasonal performance and continues to be 
in the best interest of the Company and its stockholders. 


While the Compensation Committee has not established a formal policy regarding the evaluation of the total 
compensation of the CEO relative to the other executive officers, it does evaluate compensation levels to ensure 
fairness based on individual performance and the size, importance and complexity of each executive officer’s 
position. 


Base Salary. 


The Compensation Committee annually reviews and approves the base salary of each executive officer. In 
determining base salary adjustments, the Compensation Committee considers the size and responsibility of the 
individual’s position, total Company and brand performance, the officer’s overall performance and future 
potential and the level of overall compensation paid by competitors for comparable positions. Individual 
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performance is measured against the following factors: seasonal and annual business goals; brand strategy 
execution and business growth goals; recruitment and development of leadership talent; and commitment to 
living the values of Limited Brands. These factors are considered subjectively in the aggregate, and none of these 
factors is assigned a formula weight. 


In response to the downturn in the economic environment and consistent with our cost-saving measures, 
there was no change to the base salaries for the executive officers in 2009: 


2008 Base 2009 Base % 
Salary Salary Increase 
Mr. Wexner .......... 0c e eee cece ee eee eeees $1,924,000 $1,924,000 0.0% 
Mr. Burgdoerfer ........... 0.000 e eee eee $ 725,000 $ 725,000 0.0% 
MS. TUMmey: faces denn eaee ed bea eeedead cases $1,250,000 $1,250,000 0.0% 
Mr. Redgrave ....... 0.00 cece cece eee eens $1,040,000 $1,040,000 0.0% 
Ms: Neal’ ic %csocc iets ove eerie rab biedades $ 927,000 $ 927,000 0.0% 


Short-Term Performance-Based Incentive Compensation. 


Our short-term, performance-based incentive compensation program for executive officers provides for 
incentive payments for each six-month operating season. These incentive payments are based on the attainment 
of pre-established objective financial goals and are intended to motivate executives to work effectively to achieve 
financial performance objectives and reward them when objectives are met and results are certified by the 
Compensation Committee. Our approach for paying the amounts earned in cash and/or stock is described below. 


The target cash incentive compensation opportunity for each eligible executive is set at a percentage of base 
salary. The amount of performance-based incentive compensation earned by participating executives can range 
from zero to double their incentive target, based upon the extent to which the pre-established financial goals are 
achieved or exceeded. The threshold, target and maximum short-term performance-based non-equity incentive 
payout opportunities of our named executive officers for fiscal 2009 are set forth in the Grants of Plan-Based 
Awards table below. Actual payouts under this plan for fiscal 2009 are set forth below under the heading ‘“‘Non- 
Equity Incentive Plan Compensation” in the Summary Compensation Table below. 


The pre-established objective financial goals under this plan for fiscal year 2009 were based on operating 
income, subject to adjustments for extraordinary items as approved by the Committee. Operating income is used 
because it measures performance over which executives can have significant impact. Operating income is also 
directly linked to the Company’s long range growth plan and to performance that drives stockholder value. For 
executives that are dedicated to a single brand, their goals are based solely on their brand’s operating income. For 
executives that have enterprise-wide responsibility, their goals are based 80% on a weighted average of the 
percentage achievement of major brand operating income targets and 20% on total Company operating income. 


The following table shows each named executive officer’s incentive compensation target percentage of base 
salary and the operating income performance incentive goals and weighting used to determine the incentive 
payment: 


Performance Incentive Goal Metric and Weighting 


Tareet 2 —— EE 
of Base Total Limited Brands 
Executive Officer Salary Brand Operating Income Operating Income 


Mr. Wexner 160% | 80% weighted average of percentage achievement of 
100% | Victoria’s Secret, Bath & Body Works, LaSenza and 20% 
Mast operating income targets 


Mr. Burgdoerfer 


Mr. Redgrave 


Ms. Turney 100% Victoria’s Secret 0% 
Ms. Neal 100% Bath & Body Works 0% 
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We set operating income goals at the beginning of each six-month season based on an analysis of historical 
performance, income expectations for that brand, financial results of other comparable businesses and progress 
toward achieving our strategic plan. 


In 2009, the Compensation Committee set targets that reflected the challenging economic environment, 
recognizing that historical growth rates were not appropriate considering the significant downturn in the retail 
environment. The seasonal operating income targets for Spring and Fall, respectively, (by brand), for each of 
Messrs. Wexner, Burgdoerfer and Redgrave were: Victoria’s Secret, $208 million, $292 million; Bath & Body 
Works, $8 million, $200 million; LaSenza and Mast, $51 million, $91 million; and total Limited Brands 
(including our remaining smaller brands and corporate expenses), $145 million, $445 million. The relative 
weight assigned to each brand or category was 52%, 20%, 8% and 20% for Victoria’s Secret, Bath & Body 
Works, LaSenza and Mast, and total Limited Brands, respectively. The operating income growth targets for 
Ms. Turney are based solely on Victoria’s Secret and for Ms. Neal are based solely on Bath & Body Works. 


These targets considered the unprecedented economic downturn within the entire retail industry. 
Accordingly, these operating income targets reflect growth levels below our historical target-setting practice and 
below what we expect as part of our long-term growth strategy. The targets were designed to motivate our 
executives, reflect stretch performance that would lead to long-term preservation of stockholder value in an 
economic downturn and not encourage our executive officers to take unnecessary and excessive risks. 


We believe that the incentives under our short-term, performance-based incentive compensation program 
contributed to executive officer performance that delivered operating income growth, significant improvement in 
merchandise margin rates, reduction in expenses and an increase in operating cash flow. 


We do not believe that disclosure of our 2010 performance targets is relevant to an understanding of 
compensation for our 2009 fiscal year. 


To encourage stock ownership and to foster executive retention, executives can elect to receive up to 25% of 
their short-term performance-based incentive compensation in the form of Common Stock and receive a match of 
25% of the amount elected to be received in stock in the form of a restricted stock grant, subject to three-year 
cliff vesting. Executives who have not met the minimum ownership requirement are required to receive at least 
15% of their incentive compensation payment in the form of Common Stock. For these executives, only the 
amount elected above the required 15% is matched with a restricted stock grant, as discussed above. 


Equity-Based Incentive Programs. 


The Compensation Committee believes that long-term equity-based compensation encourages performance 
that enhances stockholder value, thereby further linking leadership and stockholder objectives. Our equity-based 
incentive program can include stock options, performance-based restricted stock and time vested restricted stock. 
Executives are awarded equity as part of our annual merit review process based on guidelines which include the 
Company’s performance, the individual’s performance and responsibility level, competitive practice and the 
market price of our Common Stock. In 2009, based on an evaluation of executive officer and Company 
performance in 2008, stock options and restricted stock were awarded to the named executive officers and are 
detailed below in the Grants of Plan-Based Awards table. 


Equity awards are dated effective the later of the date of approval or the effective date for grants in 
connection with hirings, promotions, etc. 


In connection with the payment to stockholders of the extraordinary cash dividend on April 19, 2010, the 
Committee will equitably adjust (i) the number of shares available for grant under the Company’s Stock Option 
and Performance Incentive Plan as well as (ii) outstanding awards under the Plan (which, in the case of options, 
will include adjustments to both the number of shares covered by the option as well as the exercise price), in each 
case pursuant to the terms of the Plan. 
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Stock Options. 


Stock options comprise 25% of the annual value of the executive’s annual equity-based incentive 
opportunity. Stock options are awarded to align executive interests with stockholder interests by creating a direct 
link between compensation and stockholder return and to help retain executives. In 2009, stock options were 
awarded to our named executive officers in the amounts set forth below in the Grants of Plan-Based Awards 
table. The options granted to each executive officer vest, subject to continued employment, in three equal 
installments beginning on the first anniversary of the grant date. The exercise price for these options is equal to 
the closing price of the underlying Common Stock on the grant date. 


Restricted Stock. 


Restricted stock comprises 75% of the value of executives’ annual equity-based incentive opportunity. 
Restricted stock is awarded to encourage ownership of Company stock, retain superior executive talent, and 
reward exceptional executive performance. 


Restricted stock granted to our executive officers is subject to a performance metric that is designed to meet 
Internal Revenue Code requirements for tax deductibility. The operating income performance target required for 
our executive officers to earn the performance-based restricted stock targets granted to our executive officers was 
achievement of positive operating income for the 2009 fiscal year. Once earned, the restricted stock awards vest 
on the third anniversary of the grant date, subject to continued employment. 


This performance metric is a change from what was used in 2008. The Compensation Committee approved 
the change to de-couple the payout of restricted stock with the achievement of the performance goals for our 
short-term cash incentive compensation to mitigate the risk of using a single performance metric for both our 
short-term cash incentive compensation and our long-term performance-based restricted stock while maintaining 
the program’s tax efficiency and retentive value of the program. 


Time-vested restricted stock is awarded to executives as a match on his or her election to receive cash 
performance-based incentive compensation in stock and as deemed appropriate by the Compensation Committee. 
The Compensation Committee awarded our named executive officers restricted stock in 2009 in the amounts set 
forth below in the Grants of Plan-Based Awards table. These awards vest 100% three years from the grant date, 
subject to continued employment. 


Retirement Plan Benefits. 


The Compensation Committee believes that, in addition to short- and long-term compensation, it is 
important to provide our executive officers with competitive post-employment compensation. Post-employment 
compensation consists of two main types—qualified and non-qualified defined contribution retirement plan 
benefits and termination benefits. The Compensation Committee believes that retirement plan benefits and 
termination benefits are important components in a well-structured executive officer compensation package, and 
the Compensation Committee also seeks to ensure that the combined package is competitive at the time the 
package is negotiated with the executive officer. As discussed below, as the founder of the Company, our CEO is 
not entitled to any termination benefits. 


The Company does not sponsor a defined benefit retirement plan as we do not believe that such a plan best 
serves the needs of our associates or the business. The Company sponsors a tax-qualified defined contribution 
retirement plan and a non-qualified supplemental retirement plan. Participation in the qualified plan is available 
to associates who meet certain age and service requirements. Participation in the non-qualified plan is made 
available to associates who meet certain age, service, job level and compensation requirements. Our executive 
officers participate in these plans based on these requirements. 


The qualified plan permits participating associates to elect contributions up to the maximum limits 
allowable under the Internal Revenue Code. The Company matches associates’ contributions according to a 
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predetermined formula and contribute additional amounts based on a percentage of the associates’ eligible annual 
compensation and years of service. Associates’ contributions and Company matching contributions vest 
immediately. Additional Company contributions and the related investment earnings are subject to vesting based 
on years of service. 


The non-qualified plan is an unfunded plan which provides benefits beyond the Internal Revenue Code 
limits for qualified defined contribution plans. The plan permits participating associates to elect contributions up 
to a maximum percentage of eligible compensation. The Company matches associates’ contributions according 
to a predetermined formula and contributes additional amounts based on a percentage of the associates’ eligible 
compensation and years of service. The plan also permits participating associates to defer additional 
compensation up to a maximum amount which the Company does not match. 


Associates’ accounts are credited with interest using a rate determined annually based on an evaluation of 
the 10-year and 30-year borrowing rates available to the Company. Historically, the application of this formula 
has resulted in a rate that is considered “above market” as defined by SEC guidelines. For 2009, the rate 
determined by this formula was scaled back to reduce the above market component of the rate. However, we 
believe that borrowing rates continue to be an important consideration in determining the rate because unfunded 
associate contributions to the plan have a positive impact on cash flow thus reducing the borrowing needs of the 
Company. 


Associates’ contributions and the related interest vest immediately. Company contributions and credits and 
the related interest are subject to vesting based on years of service. Associates generally may elect in-service 
distributions for the unmatched deferred compensation component only. The remaining vested portion of 
associates’ accounts in the plan will be distributed upon termination of employment in either a lump sum or in 
equal annual installments over a specified period of up to 10 years. 


Additional tabular disclosure of certain termination benefits is set forth below under the heading 
“Retirement and Other Post-Employment Benefits.” 


Perquisites. 


We provide our executive officers with perquisites that the Compensation Committee believes are 
reasonable and in the best interests of the Company and its stockholders. We provide our executive officers 
reimbursement of financial planning costs of up to $15,000. We also provide reimbursement of up to $10,000 of 
eligible medical costs not covered under the Company’s standard health benefit package. Ms. Turney has a life 
insurance policy with premiums that are paid by the Company. We also provide for tax equalization payments on 
certain taxable income in order to maximize the benefit provided by such items. 


The Board of Directors has approved a security program (the “Security Program”) that provides security 
services to Mr. Wexner and his family. We require these security measures for our benefit and believe these 
security costs are appropriate given the risks associated with Mr. Wexner’s role and position. We periodically 
hire a third party to review our Security Program to verify that a bona fide business oriented security concern 
exists and that the Security Program costs are reasonable and consistent with these concerns. The next scheduled 
review of the Security Program will occur in 2010. 


The Security Program also requires Mr. Wexner to use corporate provided aircraft, or private aircraft that is 
in compliance with the Security Program, whether the purpose of the travel is business or personal. To the extent 
any of the corporate provided aircraft is used by Mr. Wexner or any executive officer for personal purposes, as a 
general rule, he or she has reimbursed the Company based on the greater of the amount established by the IRS as 
reasonable for personal use or the aggregate incremental cost associated with the personal use of the corporate 
owned aircraft as determined by an independent, third party aircraft costing service. 
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Severance Agreements and Change in Control Agreements. 


The Compensation Committee believes that severance arrangements have unique characteristics and value. 
For example, severance agreements are required for prospective executives to accept employment with Limited 
Brands who may forego significant bonuses and equity awards at the companies they are leaving or who face 
relocation expenses and family disruption. Generally, executives are not willing to accept such risks and costs 
without protection in the event their employment is terminated due to unanticipated changes, including a change 
in control. Additionally, executives often look to severance agreements to provide protection for lost professional 
opportunities in the event of a change in control and consequently assign significant value to them. The 
Compensation Committee believes that our current severance arrangements protect stockholder interests by 
retaining management should periods of uncertainty arise. Because our severance arrangements are structured to 
serve the above purposes and because severance agreements represent a contractual obligation of our Company, 
decisions relating to other elements of compensation have minimal effect on decisions relating to existing 
severance agreements. 


Due to his unique role as the founder of the Company, Mr. Wexner is not covered by a severance or change 
in control agreement. However, under the terms of our Stock Option and Performance Incentive Plan, in the 
event of a change in control or death, all unvested stock awards will become vested. Also under the plan, upon 
retirement, Mr. Wexner’s restricted stock will vest pro-rata based on the fraction of whole months from the grant 
date over the full vesting period (i.e., one-third will vest if twelve full months are completed from the grant date 
for a grant that otherwise would vest 100% three years from the grant date). 


We have entered into severance and change in control agreements with our named executive officers other 
than Mr. Wexner as noted above. The benefits payable under these arrangements in certain circumstances are 
disclosed elsewhere in this proxy statement. These agreements generally provide that, if we fail to extend the 
executive’s agreement or terminate the executive’s employment without cause, or if the executive terminates the 
executive’s employment for good reason, the executive will continue to receive the executive’s base salary for 
one year after the termination date. If the executive agrees to execute a general release of claims against the 
Company, the executive will also be entitled to receive an additional year of salary continuation and the amount 
of the incentive compensation that the executive would have otherwise received during the first year after 
termination. In connection with a change in control of Limited Brands, in the event that the executive’s 
employment is terminated either by us without cause or by the executive for good reason, subject to the 
executive’s execution of a general release of claims against us, the executive would be entitled to a severance 
benefit equal to two times the executive’s base salary, plus an amount equal to the sum of the executive’s four 
previous semi-annual payouts under our incentive compensation plan, together with a pro-rata amount for the 
incentive compensation performance period in which the executive’s employment terminated. In addition, any 
unvested stock awards would become vested. In the event any “parachute” excise tax is imposed on the 
executive, certain executives will be entitled to tax reimbursement payments. 


Share Ownership Guidelines. 


The Compensation Committee strongly encourages share ownership by the Company’s executives. In 
January 2005, the Company introduced minimum shareholding guidelines to be met by 2010 for the executive 
officer group. Any individual promoted or hired into a position subject to these guidelines will have a five-year 
period in which to meet the share ownership requirements. The shareholding requirements reflect the value of 
shares held and can be met through direct or beneficial ownership of shares, including shares held through the 
Company’s stock and retirement plans. In addition to aligning the interests of our executive officers with those of 
our stockholders, the share ownership guidelines promote a long-term focus and discourage inappropriate risk- 
taking. 


Title Share Ownership Guideline 
Chief Executive Officer ................0 0.00000. 5 times base salary 
Other Named Executive Officers .................. 3 times base salary 


All of the named executive officers hold shares with a value in excess of the ownership guidelines as of the 
end of the 2009 fiscal year. Details regarding the ownership of shares by the named executive officers are set 
forth below on the Security Ownership of Directors and Management table. 


In addition to share ownership guidelines for executives, after four years of membership on the Board, 
members of our Board of Directors must maintain ownership of at least the number of shares received as Board 
compensation over the previous four years. 


Other—Tax Deductibility. 


The Compensation Committee seeks to structure executive compensation in a tax efficient manner. The 
Limited Brands 2007 Cash Incentive Compensation Performance Plan is intended to qualify payments under the 
Company’s performance-based incentive compensation program for tax deductibility under Section 162(m) of 
the Internal Revenue Code. The Compensation Committee has elected not to adopt a policy requiring all 
compensation to be tax deductible to maintain flexibility in structuring executive compensation to attract highly 
qualified executive talent and to further our business goals and compensation philosophy. 


CEO Compensation. 


Mr. Wexner has been CEO since founding the Company in 1963. Limited Brands conducts the same type of 
competitive review and analysis to determine base salary and incentive guidelines for Mr. Wexner’s position as it 
does for the other named executive officers. 


In 2009, as in prior years, in establishing Mr. Wexner’s compensation package the Compensation 
Committee considered competitive practices, the extent to which the Company achieved operating income and 
sales objectives, progress regarding brand strategy, and the continued recruitment and development of key 
leadership talent. These factors are considered in the aggregate, and none of these factors are assigned a specific 
weight. 


As described earlier, the Compensation Committee continues to emphasize variable, performance-based 
compensation components for all executives, including Mr. Wexner. Accordingly, in 2009 Mr. Wexner was 
awarded stock options and restricted stock with a targeted value of approximately $2.4 million and there was no 
change to Mr. Wexner’s base salary or his incentive compensation target. 


In fiscal 2009, the Company posted net sales of $8.6 billion, a decrease of 5% compared to net sales in fiscal 
2008. Fiscal 2009 net income was $448 million, which was 104% above net income for fiscal 2008. In 2009, 
earnings per diluted share were $1.37 per share, an increase of 111% compared to fiscal 2008 earnings per 
diluted share. In 2009, net income included the following items: 


. A pre-tax gain of $9 million, $14 million net of related tax benefits, associated with the reversal of an 
accrued contractual liability as a result of the divestiture of a joint venture; 


e — A tax benefit of $23 million primarily related to the reorganization of certain foreign subsidiaries; and 

e A tax benefit of $9 million primarily due to the resolution of certain tax matters. 
(The corresponding results determined in accordance with generally accepted accounting principles are included 
in Item 8 of the Financial Statements and Supplementary Data of Limited Brands’ 2009 Annual Report on Form 
10-K which is being sent with this proxy statement). 

These fiscal 2009 results were above targeted performance objectives established by the Compensation 
Committee for the Spring and Fall seasons. As a result, the annual cash incentive payment earned by Mr. Wexner 


was above target level for the year. 
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Summary Compensation Table 


The following table sets forth information concerning total compensation earned by or paid to our CEO, 


Chief Financial Officer and our three other most highly compensated executive officers during the fiscal year 
ended January 30, 2010 (the “named executive officers”). 


Pension 
Value 
and 
Non- 
Non-Equity qualified 
Incentive Deferred 
Plan Compen- All Other 


Stock Option Compen- sation |Compen- 

Name and Salary Bonus Awards Awards sation Earnings sation 

Principal Position Year _($) ($)Q) ($)(2)3)_ $)(2)B) __($)4) ($)(5) ($)(6) __ Total ($) 

Leslie H. Wexner ............. 2009 $1,924,000 $ 0 $ 1,882,327 $507,794 $4,897,119 $388,325 $1,222,405 $10,821,970 

Chairman of the Board, CEO 2008 1,909,769 O = 1,329,447 585,386 1,523,192 252,015 1,312,532 6,912,341 
2007 1,834,615 0 494,535 746,490 436,896 129,397 1,588,885 5,230,818 
Sharen J. Turney .............. 2009 1,250,000 1,925,023 955,093 257,654 2,682,750 185,320 383,754 7,639,594 
Executive Vice President, 2008 1,240,385 2,006,173 15,260,956 198,527 1,090,500 112,060 458,882 20,367,483 
CEO/President, Victoria’s 2007 1,180,769 = 857,144 922,090 0 274,176 52,850 509,998 3,797,027 
Secret 
Martyn R. Redgrave ........... 2009 1,040,000 0 651,251 171,545 2,150,762 29,117 210,571 4,253,246 
Executive Vice President, 2008 1,032,308 0 2,912,045 237,318 668,970 45,465 219,797 5,115,903 
Chief Administrative Officer 2007 990,385 0 157,642 604,903 177,120 18,541 204,924 2,153,515 
Diane ENeéall so ccanccsawadexs 2009 927,000 0 566,805 152,906 2,039,400 35,820 163,366 3,885,297 
Executive Vice President, 2008 921,808 0 2,334,992 141,022 241,873 16,683 121,047 3,777,425 
CEO, Bath & Body Works — 2007 865,385 0 344,966 49,065 288,000 5,646 1,906 1,554,968 
Stuart B. Burgdoerfer .......... 2009 725,000 0 573,938 149,280 — 1,153,330 9,037 159,378 2,769,963 
Executive Vice President, 2008 710,577 0 1,572,102 110,291 358,730 3,336 174,315 2,929,351 
Chief Financial Officer 2007 636,538 0 232,780 91,868 208,000 421 337,282 1,506,889 

(1) Performance-based incentive compensation bonuses are disclosed in this table under Non-Equity Incentive 
Plan Compensation. The 2009 amount represents a cash payment to Ms. Turney in connection with a 
guaranteed minimum gain on the options awarded under Ms. Turney’s employment offer in 2000. 

(2) The value of stock and option awards reflects the 2009 grant date fair value, excluding estimated forfeitures, 
computed in accordance with Accounting Standards Codification (“ASC”) Subtopic 718 Compensation— 
Stock Compensation, for each award. Stock options are valued using the Black-Scholes option pricing 
model with the assumptions as set forth in Note 20 to the Company’s financial statements filed on 
March 26, 2010 on Form 10-K for stock options granted during the 2009, 2008 and 2007 fiscal years. 

(3) Stock and option awards were granted to each executive officer under the Company’s amended and restated 


1993 Stock Option and Performance Incentive Plan. 


The value of stock awards granted in 2008 includes special performance-based restricted stock grants 
awarded to Ms. Turney, Mr. Redgrave, Ms. Neal and Mr. Burgdoerfer intended to assure retention, drive 
performance and further alignment with stockholder interests. These awards, with the exception of the grant 
to Ms. Turney, vest 100% three years from the date of grant, subject to continued employment. 
Ms. Turney’s award was designed to provide significant retentive value and vests over seven years, 40% 
after four years and 20% after each of five, six and seven years, subject to continued employment. In 
addition to the vesting requirement, these awards were earned subject to the achievement of operating 
income as a percentage of sales above the median of this performance measure for the companies listed in 
the S&P 500 Retailing Index in 2008. 
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(4) Represents the aggregate of the non-equity performance-based incentive compensation for the applicable 
fiscal Spring and Fall selling seasons. Incentive compensation targets are set based on a percentage of base 
pay and are paid seasonally based on the achievement of operating income results. The following table 
illustrates the amount of the compensation paid in cash, stock and voluntarily deferred: 


(5) 


(6) 


Ms. Turney 


Ms. Neal 


Paid in Paid in Deferred Deferred 
Cash Stock Cash Stock Total 
$4,897,119 §$ 0 $ 0 $0 $4,897,119 
2,603,848 0 78,902 0 2,682,750 
1,762,983 325,806 61,973 0 2,150,762 
1,981,290 0 58,110 0 2,039,400 
815,276 302,119 35,935 0 1,153,330 


Limited Brands does not sponsor any tax-qualified or non-qualified defined benefit retirement plans. For 
fiscal 2009, the amounts shown represent the amount by which earnings of 7.75%, compounded monthly, on 
each executive officer’s non-qualified deferred compensation account balance exceeds 120% of the 


applicable federal long-term rate. 


The following table details all other compensation paid to each executive officer during our last fiscal year: 


$1,222,405 
383,754 
210,571 
163,366 


Reimburse- 
ment of Company 
medical contributions 
Financial Life costs not to the 
planning insurance covered by Security Personal  executive’s 
services premiums Tax the Housing services use of qualified and 
provided _ paid on equal- Company’s and paid by corporate- non-qualified 
to executive’s ization standard relocation the provided _ retirement 
executive behalf payments health plan benefits Company aircraft(a) plan account 
Mr. Wexner....... $ 0 $ 0 $10,847 $4,784 $0 $930,000 $0 $276,774 
Ms. Turney ....... 9,500 7,730 17,071 2,352 0 0 0 347,101 
Mr. Redgrave ..... 0 0 7,299 1,736 0 0) 0 201,536 
MS. Neal; ¢.28s2.ssiuts 0 0 4,430 357 0 0 0 158,579 
Mr. Burgdoerfer ... 3,500 0 4,842 6,988 0 0 0 144,048 


159,378 


(a) The Company may make corporate-provided aircraft available to executive officers for personal 


purposes. In consideration, in most cases the executive officer has reimbursed the Company based on 
the greater of the amount established by the IRS as reasonable for personal use or the aggregate 
incremental cost associated with the personal use of the corporate owned aircraft as determined by an 
independent, third party aircraft costing service. 
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Grants of Plan-Based Awards for Fiscal 2009 


The following table provides information relating to plan-based awards and opportunities granted to the 


named executive officers during the fiscal year ended January 30, 2010. 


All 
Other All 
Stock Other 
Awards: Option Grant 


Number Awards: Exercise Date Fair 
Number of or Base Value of 
Shares Securities Price of Stock and 


Estimated Future Payouts Estimated Future Payouts 
Under Non-Equity Incentive Under Equity Incentive 


ee 2 of Stock Underlying Option Option 
Grant Threshold Target Maximum Threshold Target Maximum or Units Options Awards Awards 
Mame ee NN O_O 
Leslie H. Wexner .. . 3/31/2009 0 0 0 0 271,620 $8.70 $ 507,794 
3/31/2009 271,620 271,620 271,620 271,620 0 0 1,882,327 
$615,680 $3,078,400 $6, 156,800 
Sharen J. Turney .. . . 3/31/2009 0 0 0 0 = 137,820 8.70 257,654 
3/31/2009 137,820 137,820 137,820 137,820 0 0 955,093 
375,000 1,875,000 3,750,000 
Martyn R. 
Redgrave ........ 3/31/2009 0 0 0 0 = (91,760 8.70 171,545 
3/31/2009 91,760 91,760 91,760 91,760 0 0 635,897 
9/4/2009 0 0 0 1,129 0 0 15,354 
270,400 1,352,000 2,704,000 
Diane L. Neal ...... 3/31/2009 0 0 0 0 81,790 8.70 152,906 
3/31/2009 81,790 81,790 81,790 — 81,790 0 0 566,805 
203,940 1,019,700 2,039,400 
Stuart B. 
Burgdoerfer...... 3/31/2009 0 0 0 0 79,850 8.70 149,280 
3/31/2009 79,850 79,850 79,850 79,850 0 0 553,361 
9/4/2009 0 0 0 1,513 0 0 20,577 
145,000 = 725,000 1,450,000 
(1) Non-Equity Incentive Plan Awards represent the Threshold, Target and Maximum opportunities under the 


(2) 


(3) 


Company’s Performance-Based Incentive Compensation Plan for the 2009 Spring and Fall seasons. The 
actual amount earned under this plan is disclosed in the Summary Compensation Table under Non-Equity 
Incentive Plan Compensation. 


Equity Incentive Plan Awards represent the Threshold, Target and Maximum payments of performance- 
based restricted stock for the 2009 fiscal year. The actual number of performance-based restricted stock 
shares earned is disclosed in the “All Other Stock Awards: Number of Shares of Stock or Units” column of 
this table. 


Stock Awards were granted pursuant to the Company’s amended and restated 1993 Stock Option and 
Performance Incentive Plan. 


Stock Awards granted to Mr. Wexner, Ms. Turney, Mr. Redgrave, Ms. Neal, and Mr. Burgdoerfer on 
March 31, 2009 were earned based on achievement of the operating income target for fiscal 2009 and vest 
on March 31, 2012. 


Stock Awards granted on September 4, 2009, represent awards made in connection with each executive 
officer’s election to receive a portion of his or her cash-based incentive compensation bonus in shares of 
Common Stock. The grants were made based on the Spring 2009 bonus. These grants vest 100% three years 
from the grant date, subject to continued employment and retention of the incentive compensation paid in 
stock in lieu of cash. 


In each case, the vesting of these awards is subject to continued employment. 


Dividends are not paid or accrued on stock awards or stock units until such shares vest. 
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(4) 


(5) 


Option Awards were granted pursuant to the Company’s amended and restated 1993 Stock Option and 
Performance Incentive Plan. Option grant dates were established on the date the grants were approved by 
the Compensation Committee of the Board and the Exercise Price is the closing price of Company’s stock 
on the grant date. 


Option Awards granted on March 31, 2009, were granted in connection with the Company’s long-term 
incentive program. These grants vest in three equal installments beginning on the first anniversary of the 
grant date, subject to continued employment. 


The value of stock and option awards reflects the grant date fair value under ASC Subtopic 718 
Compensation—Stock Compensation for each award. Options are valued using the Black-Scholes option 
pricing model with the following assumptions as set forth in the Company’s financial statements filed on 
March 26, 2010, on Form 10-K for the 2009 fiscal year: dividend yield of 6.8%, volatility of 45%, risk free 
interest rate of 1.4%, and expected life of 3.8 years. Restricted stock is valued based on the fair market value 
of a share of Common Stock on the date of grant, adjusted for anticipated dividend yields. 
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Outstanding Equity Awards at Fiscal Year-End for Fiscal 2009 


The following table provides information relating to outstanding equity awards granted to the named executive officers 
at fiscal year end, January 30, 2010. 


Name 


Leslie H. Wexner ... 2/4/2002 
2/3/2003 
2/2/2004 

3/31/2005 

3/31/2006 

3/30/2007 

3/31/2008 

3/31/2009 


2/3/2003 
2/2/2004 
3/31/2005 
3/31/2006 
3/31/2008 
3/31/2009 


Sharen J. Turney .... 


Martyn R. 
Redgrave 3/8/2005 
3/31/2006 
5/24/2006 
6/22/2006 
3/30/2007 
3/31/2008 
3/31/2009 


Diane L. Neal ...... 11/20/2006 
3/30/2007 
3/31/2008 


3/31/2009 


Option Awards 
Equity 
Incentive 
Plan 
Awards: 
Number of _Numberof Number of 
Securities Securities Securities 
Underlying Underlying Underlying 
Unexercised Unexercised Unexercised Option 
Options Options Unearned Exercise 
Exercisable Un-exercisable Options Price 
#) (#) ($) 
421,600 0 0 $16.84 
379,440 0 0 12.01 
379,440 0 0 17.78 
330,000 0 0 24.30 
61,875 20,625(1) 0 24.46 
53,250 53,250(2) 0 26.06 
42,193 126,579(3) 0 17.10 
0 271,620(3) 0 8.70 
26,350 0 0 12.01 
70,266 0 0 17.78 
100,000 0) 0 24.30 
11,250 3,750(1) 0 24.46 
14,309 42,928(3) 0 17.10 
0 137,820(3) 0 8.70 
150,000 0 0 24.61 
11,250 3,750(1) 0 24.46 
56,250 18,750(4) 0 26.99 
16,500 5,500(5) 0 25.32 
43,150 43,150(2) 0 26.06 
17,105 51,316(3) 0 17.10 
0 91,760(3) 0 8.70 
18,750 6,250(6) 0 $30.67 
3,500 3,500(2) 0 26.06 
10,164 30,494(3) 0 17.10 
0 81,790(3) 0 8.70 
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Option 
Expiration Grant 
Date Date 


2/4/2012 
2/3/2013 
2/2/2014 
3/31/2015 
3/31/2016 
3/30/2017 
3/31/2018 
3/31/2019 

3/9/2007 

3/31/2008 

3/31/2009 


2/3/2013 
2/2/2014 
3/31/2015 
3/31/2016 
3/31/2018 
3/31/2019 

3/9/2007 

3/30/2007 

9/7/2007 

3/31/2008 

3/31/2008 

3/31/2008 

3/31/2009 


3/8/2015 
3/31/2016 
5/24/2016 
6/22/2016 
3/30/2017 
3/31/2018 
3/31/2019 

3/9/2007 
9/7/2007 
3/31/2008 
3/31/2008 
9/5/2008 
3/31/2009 
9/4/2009 


11/20/2016 
3/30/2017 
3/31/2018 
3/31/2019 

7/27/2007 
3/31/2008 
3/31/2008 
3/31/2009 


Restricted Stock Awards 


Equity 
Equity Incentive 
Incentive Plan 
Plan Awards: 
Awards: Market 
Number or Payout 
of Value of 
Unearned Unearned 
Number Market Shares, Shares, 
of Shares Value of | Unitsor Units or 
or Units Shares or Other Other 
of Stock Units of Rights Rights 
That Stock That That That 
Have Not Have Not Have Not Have Not 
Vested Vested Vested Vested 
(#) ($)(21) (#) ($) 
4,3009) $ 81,786 0 0 
83,508(10) — 1,588,322 0 0 
271,620(11) 5,166,212 0 0 
1,183(9) 22,501 0 0 
11,111€12) 211,331 0 0 
278(13) 5,288 0 0 
33,289(10) 633,157 0 0 
22,222(14) 422,662 0 0 
1,000,000(15) 19,020,000 0 0 
137,820(11) 2,621,336 0 0 
1,731) 32,924 0 0 
515(13) 9,795 0 0 
33,855(10) 643,922 0 0 
152,100(16) 2,892,942 0 0 
2,021(17) 38,439 0 0 
91,760(11) 1,745,275 0 0 
1,129(18) 21,474 0 0 
15,560(19) 295,951 0 0 
9,644(10) 183,429 0 0 
135,600(16) 2,579,112 0 0 
81,790(11) 1,555,646 0 0 


Option Awards Restricted Stock Awards 


Equity 
Equity Incentive 
Incentive Plan 
Plan Awards: 
Awards: Market 


Equity Number or Payout 
Incentive of Value of 
Plan Unearned Unearned 
Awards: Number Market Shares, Shares, 
Number of | Numberof Number of of Shares Value of Unitsor Units or 
Securities Securities Securities or Units Sharesor Other Other 
Underlying Underlying Underlying of Stock Units of Rights Rights 
Unexercised Unexercised Unexercised Option That Stock That That That 
Options Options Unearned Exercise Option Have Not Have Not Have Not Have Not 
Grant Exercisable Un-exercisable Options Price Expiration Grant Vested Vested Vested Vested 
Name Date (#) #) (#) ($) Date Date #) ($)(21) #) ($) 
Stuart B. 
Burgdoerfer...... 11/2/2006 = 37,500 12,500(7) 0 $29.66 11/2/2016 
4/9/2007 6,248 6,252(8) 0 26.86 4/9/2017 
3/31/2008 7,949 23,849(3) 0 17.10 3/31/2018 
3/31/2009 0 79,850(3) 0 8.70 3/31/2019 
4/9/2007 8,750(20) $ 166,425 0 $0 
3/31/2008 15,734(10) 299,261 0 0 
3/31/2008 84,800(16) 1,612,896 0 0 
9/5/2008 — 1,051(17) 19,990 0 0 
3/31/2009 79,850(11) 1,518,747 0 0 
9/4/2009 —-1,513(18) 28,777 0 0 


(1) Options vest 100% on March 31, 2010. 

(2) Options vest 50% on March 30, 2010 and 50% on March 30, 2011. 

(3) Options vest 1/3 on March 31, 2010, 1/3 on March 31, 2011 and 1/3 on March 31, 2012. 
(4) Options vest 100% on May 24, 2010. 

(5) Options vest 100% on June 22, 2010. 

(6) Options vest 100% on November 20, 2010. 

(7) Options vest 100% on November 2, 2010. 

(8) Options vest 50% on April 9, 2010 and 50% on April 9, 2011. 

(9) Shares vest 100% on March 9, 2010. 

(10) Shares vest 100% on March 31, 2010. 

(11) Shares vest 100% on March 31, 2012. 

(12) Shares vest 100% on March 30, 2010. 

(13) Shares vest 100% on September 7, 2010. 

(14) Shares vest 50% on March 31, 2010 and 50% on March 31, 2011. 

(15) Shares vest 40% on March 31, 2012, 20% on March 31, 2013, 20% on March 31, 2014 and 20% on March 31, 2015. 
(16) Shares vest 100% on March 31, 2011. 

(17) Shares vest 100% on September 5, 2011. 

(18) Shares vest 100% on September 4, 2012. 

(19) Shares vest 100% on July 27, 2010. 

(20) Shares vest 100% on April 9, 2010. 


(21) Market value based on the $19.02 fair market value of a share of Common Stock on the last trading day of the fiscal 
year (January 29, 2010). 
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Option Exercises and Stock Vested Information for Fiscal 2009 


The following table provides information relating to Option Awards exercised and Restricted Stock Awards 
vested during the fiscal year ended January 30, 2010. 


Option Awards Restricted Stock Awards 
Number of Number of 
Shares Value Shares Value 

Acquired on Realized on Acquired on Realized on 
Name Exercise (#4) Exercise ($)(1) Vesting (#) Vesting ($)(2) 
Leslie H. Wexner ........... 0c ce cece ee eee eee 0 $0 80,517 $723,773 
Sharen: J. TuUmMey: 256 ei.0 Ses seed a ele eee eS 0 0 51,669 507,553 
Martyn: R. Red Stave scnciase ccna acted cde eae oeenn 0 0 46,190 361,896 
Diane: Lz. Nealss.oc-5e Sie he eee ee beh doar beeen eS 0 0 21,000 362,250 
Stuart B. Burgdoerfer...... 0.0.0.0... eee eee eee 0 0 20,554 363,711 


(1) Option Award Value Realized is calculated based on the difference between the sale price and the option 
exercise price. 


(2) Restricted Stock Award Value Realized is calculated based on the closing stock price on the date the 
Restricted Stock Award vested. 
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Retirement and Other Post-Employment Benefits 


Non-qualified Deferred Compensation for Fiscal 2009 


Executive Registrant Aggregate Aggregate Aggregate 
Contributions Contributions Earningsin Withdrawals/ Balance at 
in Last FY in Last FY Last FY Distributions Last FYE 
Name ($)(2) ($)(3) ($)(4) ($)(5) ($)(6) 
Léslie He WeXMED econ cease wares $ 0 $262,454 $1,122,954 §$ 0 $15,149,023 
Sharen J. Turney ................0.. 207,454 322,981 548,044 0 7,815,596 
Martyn R. Redgrave ................ 126,329 180,996 112,583 2,096,147 1,851,760 
Diane. Ls Néal sec hese cada daddetess 286,666 147,839 103,584 0 1,604,949 


Stuart B. Burgdoerfer ............... 26,738 119,928 26,133 0 415,118 


(1) 


(2) 


(3) 


(4) 


(5) 


(6) 


Amounts disclosed include non-qualified cash deferrals, Company matching contributions, retirement 
credits and earnings under the Company’s Supplemental Retirement Plan (a non-qualified plan) and stock 
deferrals and related reinvested dividend earnings under the Company’s Stock Option and Performance 
Incentive Plan. Executive Contributions and related matching Registrant Contributions represent 2009 
calendar year deferrals and match on incentive compensation payments earned based on performance for the 
Fall 2008 season, which was paid in March 2009, and for the Spring 2009 season, which was paid in 
September 2009. 


Cash contributions in the amount of $186,330, $46,498, $286,666, and $26,738 for executive officers 
Turney, Redgrave, Neal and Burgdoerfer, respectively, are reported in the Summary Compensation Table as 
Salary and/or Non-Equity Incentive Plan Compensation. Deferred stock unit contributions of $21,124 for 
Ms. Turney and $79,831 for Mr. Redgrave relate to their election to defer receipt of restricted stock units 
that vested on March 30, 2009 and March 31, 2009, respectively, and are included in the Option Exercises 
and Stock Vested Information for Fiscal 2009 table. 


Reflects the Company’s 200% match of up to 3% of associate contributions of base salary and bonus above 
the IRS qualified plan maximum compensation limit and the Company’s contribution of 6% for less than 5 
years of service or 8% for 5 or more years of service of compensation above the IRS qualified plan 
maximum compensation limit. Associates become fully vested in these contributions after six years of 
service. These contributions are also included in the All Other Compensation column of the Summary 
Compensation Table. 


Non-qualified deferred cash compensation balances earn a fixed rate of interest determined prior to the 
beginning of each year based on the Company’s borrowing rates. For 2009, this interest rate was 7.75%, 
compounded monthly. The portion of the earnings on deferred cash compensation that exceeds 120% of the 
applicable federal long-term rate is disclosed in the Change in Pension Value and Non-qualified Deferred 
Compensation Earnings column of the Summary Compensation Table. 


Balance includes dividends earned on deferred stock and restricted stock unit balances in the amount of 
$12,137 and $28,384 for executive officers Turney and Redgrave, respectively. Dividends are reinvested 
into additional stock units based on the closing market price of the Company’s Common Stock on the 
dividend payment date. 


Participants may elect to receive the funds in a lump sum or in up to 10 annual installments following 
termination of employment, but generally may not make withdrawals during their employment. Amounts 
shown reflect permitted withdrawals in 2009 pursuant to IRS regulations. Deferrals under the Supplemental 
Retirement Plan and the Stock Option and Performance Incentive Plan are unfunded. 


Balance includes the value of deferred stock and restricted stock units at calendar year-end in the amount of 
$406,303 and $966,962 for executive officers Turney and Redgrave, respectively. Value is calculated based 
on a stock price of $19.02 per share of Common Stock on January 29, 2010. 
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Estimated Post-Employment Payments and Benefits 


We have entered into certain agreements with our executive officers that will require us to provide 
compensation in the event of a termination of employment, including a termination following a change in control 
of our Company. Mr. Wexner is not covered by such an agreement but is entitled to termination compensation 
under the terms of our benefit and stock plans. The following tables set forth the expected benefit to be received 
by each named executive officer in the event of his termination resulting from various scenarios, assuming a 
termination date of January 30, 2010 and a stock price of $19.02, the price of our Common Stock on January 29, 
2010. 


Assumptions and explanations of the numbers set forth in the tables below are set forth in additional text 
following the tables. 


Leslie H. Wexner 


Involuntary 
Involunt: Tout C: 
amas rood eseon wot Cate 
Voluntary w/out & Signed Change in 
Resignation _Release Release Control Death Disability Retirement 
Cash Severance(1) 
Base Salary........ $ 0 $ 0 § 0 $ 0 $ 0$ 0$ 0 
Bonus(2).......... 0 0 0 0 0 0 0 
Total Cash Severance .... 0 0 0 0 
Long Term Incentives 
Gain of Accelerated Stock 
Options(3) .......... 0 0 0 3,046,150 3,046,150 0 0 
Value of Accelerated 
Restricted Stock(3) ... 0 0 2,482,947 6,836,321 6,836,321 2,482,947 2,482,947 
Total Value of Long-Term 
Incentives ........... 0 0 2,482,947 9,882,471 9,882,471 2,482,947 2,482,947 
Benefits and 
Perquisites(4) ........ 0 0 0 QO 2,000,000 796,000 0 
Tax Gross-Up.......... N/A N/A N/A N/A N/A N/A N/A 
Total i-.c640ctccaedads $ 0 $ 0 $2,482,947 $9,882,471 $11,882,471 $3,278,947 $2,482,947 
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Sharen J. Turney 


Involuntary 
Involunt: Tout C 
Vianney Resi Ment cate 
Voluntary w/out & Signed Change in 
Kensie lee _ ee oe ee _ eh , See 
Cash Severance(1) 
Base Salary ....... $ 0 $1,250,000 $ 2,500,000 $ 2,500,000 $ 0$ 0 $ 0 
Bonus(2) ......... 8 8M i e0 CUD 
Total Cash Severance ... 0 1,250,000 4,375,000 6,273,250 0 0 0 
Long Term Incentives 
Gain of Accelerated Stock 
Options(3) .......... 0 0 0 1,504,724 1,504,724 0) 0) 
Value of Accelerated 
Restricted Stock(3) ... 0 0 6,474,066 22,936,275 22,936,275 6,474,066 0 
Total Value of Long- 
Term Incentives ...... - 2 0 6 A746, 006, (24,400,029 26460909 8.814000 0 
Benefits and 
Perquisites(4) ........ 7,086 27,672 37,966 37,966 5,000,000 1,262,232 7,086 
Tax Gross-Up.......... N/A N/A N/A 6,637,332 N/A N/A N/A 
Total is3.s.uhadeces open es $7,086 $1,277,672 $10,887,032 $37,389,547 $29,440,999 $7,736,298 $7,086 
Martyn R. Redgrave 
Involuntary 
Involunt: Tout C 
a smear wut Came 
Voluntary w/out & Signed Change in 
Besiealion Release ____Belegee—__‘“Ponpeol _- _ieath, = __ Disability _ _Seuretoene 
Cash Severance(1) 
Base Salary ........ $ O $1,040,000 $2,080,000 $ 2,080,000 $ 0 $ 0 $ O 
Bonus(2).......... 0 QO 1,352,000 2,819,731 0 0 0 
Total Cash Severance .... 0 1,040,000 3,432,000 4,899,731 0 
Long Term Incentives 
Gain of Accelerated Stock 
Options(3) .......... 0 0 0 1,045,490 1,045,490 0) 0 
Value of Accelerated 
Restricted Stock(3).... 0 2,704,397 5,384,771 5,384,771 2,704,397 0 
Total Value of Long-Term 
Incentives ........... 0 0 2,704,397 6,430,261 6,430,261 2,704,397 0 
Benefits and 
Perquisites(4) ........ 0 18,491 27,137 27,737 2,143,999 723,622 0 
Tax Gross-Up .......... N/A N/A N/A N/A N/A N/A N/A 
Total accccvdeakeareaoed-< $ O $1,058,491 $6,164,134 $11,357,729 $8,574,260 $3,428,019 $ O 
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Diane L. Neal 


Cash Severance(1) 


Base Salary ......... 
Bonus(2)............ 


Total Cash Severance...... 


Long Term Incentives 
Gain of Accelerated Stock 


Options(3) ............ 


Value of Accelerated 


Restricted Stock(3) ..... 


Total Value of Long-Term 


Incentives ............. 


Benefits and Perquisites(4) .. 
Tax Gross-Up............ 


Stuart B. Burgdoerfer 


Cash Severance(1) 


Base Salary ......... 
Bonuis(2)s.5s44cc.064c08 


Total Cash Severance...... 


Long Term Incentives 
Gain of Accelerated Stock 


Options(3) ............ 


Value of Accelerated 


Restricted Stock(3) ..... 


Total Value of Long-Term 


Incentives ............. 


Benefits and Perquisites(4) .. 
Tax Gross-Up............ 


Involuntary 
Involuntary w/out Cause or Jout C 
Voluntary w/Good Reason "iailowites 
Voluntary w/out & Signed Change in 
Resignation _Release Release Control(5) Death Disability Retirement 
$ 0 $927,000 $1,854,000 $1,854,000 $ 0 $ 0 $ O 
0 0 1,019,700 1,019,700 0 0 0 
0 927,000 2,873,700 2,873,700 0 0 
0 0 0 902,621 902,621 0 0 
0 0 2,366,982 4,614,138 4,614,138 2,366,982 0 
0 0 2,366,982 5,516,759 5,516,759 2,366,982 0 
0 15,798 15,798 15,798 1,995,140 691,839 0 
N/A N/A N/A N/A N/A N/A N/A 
$ 0 $942,798 $5,256,480 $8,406,257 $7,511,899 $3,058,821 $ 0 
Involuntary 
Involuntary w/out Cause or Jout C 
Voluntary w/Good Reason Wall pine 
Voluntary w/out & Signed Change in 
Resignation _Release Release Control Death Disability Retirement 
$ O $725,000 $1,450,000 $1,450,000 $ 0 $ 0 $ O 
0 0 725,000 1,512,060 0 0 0 
0 725,000 2,175,000 2,962,060 0 
0 0 0 869,842 869,842 0 0 
0 0 1,755,051 3,646,096 3,646,096 1,755,051 0 
0 0 1,755,051 4,515,938 4,515,938 1,755,051 0 
0 20,164 30,247 30,247 1,450,000 411,291 0 
N/A N/A N/A 1,425,684 N/A N/A N/A 
$ 0 $745,164 $3,960,298 $8,933,929 $5,965,938 $2,166,342 $ 0 


(1) Assumes a termination date of January 30, 2010. 


(2) Bonus amounts assumed at target. Under “Involuntary w/out Cause” or “Voluntary w/Good Reason” 
termination scenarios, actual bonus payments will be equal to the bonus payment the executive officer 
would have received if he or she had remained employed with Limited Brands for a period of one year after 
the termination date of January 30, 2010. Under an “Involuntary w/out Cause following Change in Control’, 
bonus payments will be equal to the sum of the last four bonus payments received. 
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(3) Calculated based on the $19.02 fair market value of a share of Common Stock on the last trading day of the 
fiscal year (January 29, 2010). 


(4) Estimates for benefits and perquisites include the continuation of medical, dental and other insurance 
benefits. Under the “Death” and “Disability” scenarios, includes proceeds from life and disability insurance 
policies, and value of unvested restricted stock and retirement balances that would become vested. 


(5) Ms. Neal’s bonus payment following an involuntary termination after a Change in Control is assumed to be 
the same as the payment for an involuntary termination not following a Change in Control (with a signed 
release). Ms. Neal’s employment agreement does not provide for a tax gross-up upon a Change in Control. 


Assumptions and Explanations of Numbers in Tables. 


The Compensation Committee retains discretion to provide, and in the past has provided, additional benefits 
to executive officers upon termination or resignation if it determines the circumstances so warrant. 


We calculated 280G tax gross-ups with a discount rate equal to 120% of the semi-annual Applicable Federal 
Rate as of February 2010. 


The tables do not include the payment of the aggregate balance of the executive officers’ non-qualified 
deferred compensation that is disclosed in the Non-qualified Deferred Compensation table above. 


Confidentiality, Non-Competition and Non-Solicitation Agreements. 


As a condition to each executive officer’s entitlement to receive certain severance payments and equity 
vesting acceleration upon certain termination scenarios, the executive is required to execute a release of claims 
against us and shall be bound by the terms of certain restrictive covenants, including non-competition and 
non-solicitation agreements which prohibit the executive from soliciting or diverting any current or potential 
employee, customer, or supplier or competing with any of our businesses in which he or she has been employed 
for a period of one year from the date of termination. 


Termination Provisions—Definitions of Cause and Good Reason. 


The employment agreements for all named executive officers other than Mr. Wexner, who does not have an 
employment agreement, contain customary definitions of cause and good reason. “Cause” shall generally mean 
that the executive officer (1) willfully failed to perform his or her duties with the Company (other than a failure 
resulting from the executive’s incapacity due to physical or mental illness); or (2) has plead “guilty” or “no 
contest” to or has been convicted of an act which is defined as a felony under federal or state law; or (3) engaged 
in willful misconduct in bad faith which could reasonably be expected to materially harm the Company’s 
business or its reputation. 


“Good Reason” means (1) the failure to continue by the executive in a capacity originally contemplated in 
the executive’s employment agreement; (2) the assignment to the executive of any duties materially inconsistent 
with the executive’s position, duties, authority, responsibilities or reporting requirements, as set out in his or her 
employment agreement; (3) a reduction in or a material delay in payment of the executive’s total cash 
compensation and benefits from those required to be provided; (4) the requirement that the executive be based 
outside of the United States, other than for travel that is reasonably required to carry out the executive’s duties; or 
(5) the failure by the Company to obtain the assumption in writing of its obligation to perform the employment 
agreement by a successor. The definition of “Good Reason” under Mr. Redgrave’s employment agreement 
further defines “Good Reason” to include the delivery of a Preliminary Notice of Good Reason by Mr. Redgrave 
to the Company after April 1, 2010 that must be accepted by the Company within six months. 
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Payments Upon a Termination in Connection with a Change in Control. 


A change in control of the Company will be deemed to have occurred upon the first to occur of any of the 
following events: 


a) Any person, together with all affiliates, becomes a beneficial owner of securities representing 33% or 
more of the combined voting power of the voting stock then outstanding; 


b) During any period of 24 consecutive months, individuals who at the beginning of such period 
constitute the Board cease for any reason to constitute a majority of directors then constituting the 
Board; 


c) A reorganization, merger or consolidation of the Company is consummated, unless more than 50% of 
the outstanding shares of Common Stock is beneficially owned by individuals and entities who owned 
Common Stock just prior to the such reorganization, merger or consolidation; or 


d) The consummation of a complete liquidation or dissolution of the Company. 


Tax Gross-up. 


In the event of a termination following a Change in Control, we have agreed to reimburse Ms. Turney and 
Mr. Burgdoerfer for all excise taxes imposed under Section 280G of the Internal Revenue Code and any income 
and excise taxes that are payable as a result of any reimbursements for Section 280G excise taxes. In 2008, 
Mr. Redgrave agreed to relinquish the 280G tax gross-up provision of his employment agreement. The total 
280G tax gross-up amount in the above tables assumes that the executive officer is entitled to a full 
reimbursement by us of (i) any excise taxes imposed as a result of the change in control, (ii) any income and 
excise taxes imposed as a result of our reimbursement of the excise tax amount, and (iii) any additional income 
and excise taxes imposed as a result of our reimbursement for any excise or income taxes. The calculation of the 
280G gross-up amount in the above tables is based upon a 280G excise tax rate of 20%, a 35% federal income 
tax rate, a 1.45% Medicare tax rate and a 6.56% state income tax rate. For purposes of the 280G calculation, it is 
assumed that no amounts will be discounted as attributable to reasonable compensation and no value will be 
attributed to the executive executing a non-competition agreement. The calculation of the 280G tax gross-up 
assumes that amounts will be payable to the executive officer for any excise tax incurred regardless of whether 
the executive officer’s employment is terminated. However, the amount of the 280G tax gross-up will change 
based upon whether the executive officer’s employment with us is terminated because the amount of 
compensation subject to Section 280G will change. 
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Fiscal 2009 Director Compensation 


The following table sets forth compensation earned by the individuals who served as directors of the 


Company during fiscal 2009.) 


Fees 
Earned or 
Paid in Stock 

Cash Awards Total 
Maine Oe. We, 
Dennis:S. Hersch)... $6< chi, dew eek desi, dcheud eee walend baie eal ads CG awe Wobbag $ 60,000 $118,938 $178,938 
James Ts HESKEE. sce vs ve As Ge Bow Sp Rw Se Bank ate BS a hcotee 85,000 138,760 223,760 
Donna A. James 2... 0... eee teen e een n eens 97,500 163,493 260,993 
David: TKollat.s .3.2.23¢26¢)2i0dh<36- adit bed boda we bia bee adabe: 68,901 137,063 205,964 
Wallliam: Re LLQOmmiss Jia .cciss ices ceet he aess ith uc dd ohare Selena BUAE Geeta area aneia Oe 72,500 143,669 216,169 
Jehirey se MUG iso erecn eet ed dpe tke Gio s Sew eok Hite aeed PRAM idea esd 70,000 138,760 208,760 
Jefirey B.S Wanted sic scec assy aietacg alsa thageacecdoaca iguacdlatasanale datardidagnarae als dbecesaeangiann 56,429 110,333 166,762 
AllantR:. Tesslet 5. 5.203384 oad aw esd aes b Gee Gee Aad sb dah Sets 112,500 = 183,315 295,815 
ANDI GAINS WEXNER oie isae's, dat aasie at opeiph GS, oN age wees PRG AeA 80,000 138,760 218,760 
Raymond Zimmerman ........... 0.0. cece eee eee eens 72,500 143,669 216,169 
(1) Directors who are also associates receive no additional compensation for their service as directors. Our 


(2) 


(3) 


(4) 


current Board of Directors’ compensation plan does not provide for stock option awards, non-equity 
incentive plan compensation, pension or non-qualified deferred compensation. At the end of four years of 
membership on the Board of Directors, each member must maintain ownership of Common Stock equal to 
the amount of Common Stock received as director compensation over the four-year period. 


In 2008, based on a review of market-based compensation for Board members using the same peer group 
used to evaluate executive compensation, the Board initially voted to increase their compensation in 2009. 
However, as a result of the significant downturn in the economy, the Board decided to postpone any 
increase in director compensation. 


Directors receive an annual cash retainer of $50,000; committee members receive an additional annual cash 
retainer of $12,500 for membership on the Audit Committee and $10,000 for all other committee 
memberships; committee chairs receive an additional $15,000 for the Audit and Compensation Committees 
and $10,000 for other committees. Directors also receive fees of $4,000 for each Board of Directors meeting 
attended in excess of ten during a fiscal year and $1,500 for each committee meeting attended in excess of 
ten during a fiscal year. 


Directors receive an annual stock retainer worth $50,000; committee members receive an additional annual 
stock grant worth $12,500 for membership on the Audit Committee and worth $10,000 for other committee 
memberships. Stock retainers are granted under the Limited Brands, Inc. 2003 Stock Award and Deferred 
Compensation Plan for Non-Associate Directors. The number of shares issued is calculated based on the fair 
market value of Common Stock on the first day of the fiscal year and are issued in quarterly installments 
over the fiscal year. The value reported reflects the fair market value of our Common Stock on the days the 
shares were issued. 


Under a previous Board of Directors compensation plan, directors received annual stock option awards. This 
plan ended and the current plan was adopted in 2003. The aggregate number of stock option awards 
outstanding at January 30, 2010 for each director is as follows: Mr. Hersch, none; Dr. Heskett, none; 
Ms. James, none; Dr. Kollat, 2,108 options; Mr. Loomis, none; Mr. Miro, none; Mr. Swartz, none; 
Mr. Tessler, 264 options; Mrs. Wexner, 2,108 options; and Mr. Zimmerman, 2,108 options. 
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REPORT OF THE COMPENSATION COMMITTEE 


The Compensation Committee of the Limited Brands Board of Directors is composed of three directors who 
are independent, as defined under the rules of the Commission and NYSE listing standards. Additionally, each 
member of the Compensation Committee is an “outside director” within the meaning of Section 162(m) of the 
Internal Revenue Code and a “non-employee director” with the meaning of Section 16b-3 under the Exchange 
Act. The Compensation Committee reviews Limited Brands’ Compensation Discussion and Analysis on behalf 
of the Board of Directors. 


The Compensation Committee has reviewed and discussed the Compensation Discussion and Analysis with 
management, and based on the review and discussions, the Compensation Committee recommended to the Board 
of Directors that the Compensation Discussion and Analysis be included in Limited Brands’ annual report on 
Form 10-K for the year ended January 30, 2010 and the Company’s proxy statement. 


Compensation Committee 
James L. Heskett, Chair 


Jeffrey H. Miro 
David T. Kollat 
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SECURITY OWNERSHIP OF DIRECTORS AND MANAGEMENT 


The following table shows certain information about the securities ownership of all directors (and nominees) 
of Limited Brands, the executive officers of Limited Brands named in the “Summary Compensation Table” 
above and all directors and executive officers of Limited Brands as a group. 


Number of 
Shares of 
Common Stock 
Beneficially Percent 
Name of Beneficial Owner Owned(a)(b) of Class 
Stuart B. Burgdoerter 24) 0:05 oc eee Pode a sete hae E Saad eee aes 148,555(c) 
IDemniSsS:LerSChy «5: c.c ofa has ac drseaencd aeg st de aches) Sees. deecgna doen arabes alacbasdixisanteauaasieacdwenrad 24,736(d) 
James: L.: Heskett.:.6.32 24.2020 406 20ebbe) ind oatavtadt onaneheneiedtadies 57,804(d) 
Donia Ac: Jaime: ch: fee cas, eid aia ecard dacs ceed paca eaGeR Gad as iretlGonds gpd wand helene eae eke 30,083(d) 
David. Ts KOM At. i.003 svcd ek wt e ee ond na hades 4 de eee egies ends 123,360(c) 
Wallliam. Re TG Omnis Iisa neg. segs: seecacay shane ia, ahve raodiveng Seceodyeneiece apausean anata doa ehecesa gone 8 93,835(d) 
Jefiréy H.. Mire 36.2224 %estacdubsdes Gey esau da bide necee ide beds 48 ,212(d) = 
Diane: Ws NGAl hkct steeds, oats oth og iocectatlag erasers Sadi aatih idee BS NG eon tse eb clan ele Bde debehens 108,580(c) - 
Martyn R, Redgtave ...6 in ca34 e008 eee dees eee side ee eae eed wes 498,358 (c) . 
Jettrey BS warez. sidacd isso a3 se peseana sidyal ar actneh tee aug cae cacdun bate ts dad tae anceels aeabanerasmaaaghbe aed 32,420(d) 
Allan R: TeSSl@? »i.i03-2-34.i0i040dih20dd beck eid ne been o hater eid eens 87,132(c) 
Sharon). TUrney ss 3.654: Akg sa ehh adres, aca algrn dow a nueeduata cs ahaa teva eae eee 569,032(c) : 
Abigail’ S, WeXne?: ..05st-ccnee arte ka Gal eeta a beet bee emes aio. 11,965,498 (c)(e) 3.7% 
Meslie s- WEXNER teed 255) 5 seas acaewcbeer dh Ss. aiaheces aussaibcectmodge: adeca ldcanteaafate Sauuetee ss gone 57,216,267 (c)(f)(g) 17.7% 
Raymond Zimmerman: 0.3. 20dechse bee ete e doe ee babes cab he ee ews 73,017(c)(d)(h) : 
All directors and executive officers as a group ...... 0.0... eee eee eee eee 59,250,667 (c)-(h) 18.3% 


* Less than 1%. 


(a) Unless otherwise indicated, each named person has voting and investment power over the listed shares and 
such voting and investment power is exercised solely by the named person or shared with a spouse. 
However, each named person has investment but not voting power over the listed shares held in the Limited 
Brands Savings and Retirement Plan. 


(b) Reflects beneficial ownership of shares of Common Stock, and shares outstanding, as of January 30, 2010, 
except for Mr. and Mrs. Wexner whose ownership is as of February 22, 2010. 


(c) Includes the following number of shares issuable within 60 days of January 30, 2010 (February 22, 2010 for 
Mr. and Mrs. Wexner), upon the exercise or vesting of outstanding stock awards: Mr. Burgdoerfer, 86,263; 
Dr. Kollat, 2,108; Ms. Neal, 71,592; Mr. Redgrave, 367,272; Mr. Tessler, 264; Ms. Turney, 286,174; 
Mrs. Wexner, 2,108; Mr. Wexner, 1,937,697 (includes 2,108 shares issuable to Mrs. Wexner); 
Mr. Zimmerman, 2,108; and all directors and executive officers as a group, 2,858,405. 


(d) Includes the following number of deferred stock units credited to directors’ accounts under the 2003 Stock 
Award and Deferred Compensation Plan for Non-Associate Directors that could be convertible into 
Common Stock within 60 days after termination from the Board: Mr. Hersch, 24,197; Dr. Heskett, 43,750; 
Ms. James, 13,165; Mr. Loomis, 35,121; Mr. Miro, 27,673; Mr. Swartz, 32,420; and Mr. Zimmerman, 
38,129. 


(e) Excludes 52,216,267 shares beneficially owned by Mr. Wexner as to which Mrs. Wexner disclaims 
beneficial ownership. Includes 5,000,000 shares held by Dogwood Trust as to which Mrs. Wexner shares 
voting and investment power with others. Includes 6,963,390 shares directly owned by Mrs. Wexner. Of the 
shares beneficially owned by Mrs. Wexner, as of February 22, 2010, 4,766,991 shares were pledged as 
security to a financial institution. 
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(f) 


(g) 


(h) 


Includes 1,356,643 shares held in the Limited Brands Savings and Retirement Plan (as of January 31, 2010), 
over which Mr. Wexner has investment but not voting power. 


Includes 2,202,953 shares held by Acorn Trust; 5,000,000 shares held by Cyprus Trust; 5,000,000 shares 
held by Dogwood Trust; and 9,464,446 shares held by Linden Trust. Mr. Wexner shares voting and 
investment power with others with respect to shares held by Acorn Trust, Cyprus Trust, Dogwood Trust and 
Linden Trust. Includes 4,892,608 shares held by Mr. Wexner as the sole stockholder, director and officer of 
Wexner Personal Holdings Corporation. Includes 6,963,390 shares directly owned by Mrs. Wexner. 
Mr. Wexner may be deemed to share voting and investment power with respect to the shares directly owned 
by Mrs. Wexner. Includes 20,398,530 shares directly owned by Mr. Wexner. Of the shares beneficially 
owned by Mr. Wexner, as of February 22, 2010, 4,766,991 shares were pledged as security to a financial 
institution. 


Includes 2,400 shares which are Mr. Zimmerman’s pro rata share of 7,200 shares owned by a corporation of 
which Mr. Zimmerman is president and a 33% stockholder. 
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE 


Limited Brands’ executive officers and directors, and persons who own more than ten percent of a registered 
class of Limited Brands’ equity securities, must file reports of ownership and changes in ownership of Limited 
Brands’ equity securities with the Commission. Copies of those reports must also be furnished to Limited 
Brands. Based solely on a review of the copies of reports furnished to Limited Brands and written representations 
of the Company’s executive officers and directors that no other reports were required, we believe that during 
fiscal 2009 our executive officers, directors and greater than ten percent beneficial owners complied with these 
filing requirements with the exception that, due to the Company’s administrative error, Ms. Turney and 
Mr. Burgdoerfer each were late in filing one Form 4 reporting one transaction. 
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SHARE OWNERSHIP OF PRINCIPAL STOCKHOLDERS 


The following table sets forth the names of all persons who, as of the date indicated below, were known by 
Limited Brands to be the beneficial owners (as defined in the rules of the Commission) of more than 5% of the 
shares of Common Stock. 


Amount Percent 
Beneficially of 
Name and Address of Beneficial Owner Owned Class(5) 
Me Siete WEXTISK OL) 2 so < ssurch scutes acta Goaedae Gee. ie indie A atention ote Bon etoeeoeecn. Gish bab ciety rcp aelshceo van ees 57,216,267 17.7% 


Three Limited Parkway 
P.O. Box 16000 
Columbus, OH 43216 


Capital Research Global Investors(2) 1.1.0.0... . cece cette eens 22,227,743 6.9% 
333 South Hope Street 
Los Angeles, CA 90071 


AXA Financial, Inc.(3) 2... eee nee nnn enn en eenne 25,892,167 8.0% 
1290 Avenue of the Americas 
New York, NY 10104 


Blackrock, Inic44) s..,.c5cc08) 340 Ho dake ba Ree bb gk eae ae ola ees 29,114,971 9.0% 
40 East 52™4 Street 
New York, NY 10022 


(1) For a description of Mr. Wexner’s beneficial ownership, see “Security Ownership of Directors and 
Management” on page 38. 


(2) As of December 31, 2009, based on information set forth in the Schedule 13G filed February 9, 2010 by 
Capital Research Global Investors, a division of Capital Research and Management Company. Capital 
World Investors has sole dispositive power over 22,227,743 shares and sole voting power over 6,540,000 
shares. 


(3) As of December 31, 2009, based on information set forth in the Schedule 13G filed February 12, 2010 by 
AXA Financial, Inc., a member of the global AXA Group, on behalf of itself, AXA Assurance I.A.R.D. 
Mutuelle and AXA Assurances Vie Mutuelle, AXA and their respective subsidiaries. AXA Financial, Inc. 
has sole dispositive power over 21,055,730 shares and sole voting power over 17,309,350 shares. 


(4) As of December 31, 2009, based on information set forth in the Schedule 13G filed January 29, 2010 by 
BlackRock, Inc. BlackRock, Inc. has sole dispositive power over 29,114,971 shares and sole voting power 
over 29,114,971 shares. 


(5) Based on the number of shares outstanding as of January 30, 2010. 
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REPORT OF THE AUDIT COMMITTEE 


As provided in our written charter, the Audit Committee is instrumental in the Board’s fulfillment of its 
oversight responsibilities relating to (i) the integrity of the Company’s financial statements, (ii) the Company’s 
compliance with legal and regulatory requirements, (iii) the qualifications, independence and performance of the 
Company’s independent auditors and (iv) the performance of the Company’s internal audit function. We have the 
sole authority to appoint, compensate, retain, oversee and terminate the Company’s independent auditors. We 
pre-approve the audit services and non-audit services to be provided by the Company’s independent auditors. In 
addition, we evaluate the independent auditors’ qualifications, performance and independence and present our 
conclusions with respect to the independent auditors to the full Board on at least an annual basis. 


It is not the duty of the Audit Committee to plan or conduct audits or to determine that the Company’s 
financial statements are complete and accurate and are in accordance with generally accepted accounting 
principles. This is the responsibility of management and the independent auditors. Furthermore, while we are 
responsible for reviewing the Company’s policies and practices with respect to risk assessment and management, 
it is the responsibility of the CEO and senior management to determine the appropriate level of the Company’s 
exposure to risk. 


We have reviewed and discussed Limited Brands’ audited financial statements as of and for the year ended 
January 30, 2010 and met with both management and our independent auditors to discuss the financial 
statements. Management has represented to us that the financial statements were prepared in accordance with 
generally accepted accounting principles. We have reviewed with the internal auditors and independent auditors 
the overall scope and plans for their respective audits. We also met with the internal auditors and independent 
auditors, with and without management present, to discuss the results of their examinations and their evaluations 
of the Company’s internal controls. 


We have also discussed with the independent auditors all matters required to be discussed with audit 
committees by Statement on Auditing Standards No. 61, as amended (AICPA, Professional Standards, Vol. 1, 
AU Section 380), as adopted by the Public Company Accounting Oversight Board in Rule 3200T. The 
Company’s independent auditors also provided to us the written disclosures and the letter required by applicable 
requirements of the Public Company Accounting Oversight Board regarding the independent auditor’s 
communications with the audit committee concerning independence, and we discussed with the independent 
auditors their independence from the Company. We considered whether the provision of non-audit services by 
the independent auditors to the Company is compatible with maintaining their independence. 


Based on the reviews and discussions summarized in this Report, and subject to the limitations on our role 
and responsibilities, certain of which are referred to above and in the Audit Committee charter, we recommended 
to the Board that Limited Brands’ audited financial statements be included in our annual report on Form 10-K for 
the year ended January 30, 2010 for filing with the Commission. 


We have appointed Ernst & Young LLP as Limited Brand’s independent registered public accountants. 
Audit Committee 
Donna A. James, Chair 
William R. Loomis, Jr. 


Allan R. Tessler 
Raymond Zimmerman 
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INDEPENDENT REGISTERED PUBLIC ACCOUNTANTS 


During our 2009 fiscal year, Ernst & Young LLP served as the Company’s independent registered public 
accountants and in that capacity rendered an opinion on our consolidated financial statements as of and for the 
fiscal year ended January 30, 2010. The Audit Committee annually reviews the selection of independent 
registered public accountants and has selected Ernst & Young LLP as the Company’s independent registered 
public accountants for the current fiscal year. 


Audit Fees 


The aggregate audit fees payable to Ernst & Young LLP for the fiscal years ended 2009 and 2008 were 
approximately $5,041,000 and $5,416,000, respectively. These amounts include fees for professional services 
rendered by Ernst & Young LLP in connection with the audit of our consolidated financial statements and 
reviews of our unaudited consolidated interim financial statements as well as fees for services that generally only 
the independent auditor can reasonably be expected to provide, including comfort letters and consultation 
regarding financial accounting and/or reporting standards. These amounts also include fees for services rendered 
in connection with the audit of our internal control over financial reporting and fees for services rendered in 
connection with statutory audits of our international subsidiaries’ financial statements. 


Audit Related Fees 


The aggregate fees for assurance and related services rendered by Ernst & Young LLP that were reasonably 
related to the audit of our consolidated financial statements for the fiscal years ended 2009 and 2008 were 
approximately $206,000 and $429,000, respectively. The fees under this category are for assurance and related 
services that are traditionally performed by the independent auditor and include audits of employee benefit plans, 
agreed upon procedures and other attest engagements. 


Tax Fees 


The aggregate fees for tax services rendered by Ernst & Young LLP for the fiscal years ended 2009 and 
2008 were approximately $10,000 and $50,000, respectively. Tax fees include tax compliance and advisory 
services. 


All Other Fees 


Other than as described above, there were no other services rendered by Ernst & Young LLP for the fiscal 
years ended 2009 or 2008. 


Pre-approval Policies and Procedures 


The Audit Committee pre-approves all audit and non-audit services to be provided by Ernst & Young LLP 
in a given fiscal year. 
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OTHER MATTERS 


The Board of Directors knows of no other matters to be brought before the annual meeting. However, if 
other matters should come before the meeting, each of the persons named as a proxy intends to vote in 
accordance with his or her judgment on such matters. 


STOCKHOLDER PROPOSALS FOR NEXT YEAR 


Stockholder Proposals Pursuant to Rule 14a-8. 


Proposals submitted for inclusion in the proxy statement for the 2011 annual meeting must be received by 
the Secretary of Limited Brands at our principal executive offices on or before the close of business on 
December 17, 2010. 


Other Stockholder Proposals. 


If a stockholder intends to present a proposal or nominate a person for election as a director at the 2011 
annual meeting other than as described above, the stockholder must comply with the requirements set forth in our 
Bylaws. The Bylaws require, among other things, that the Secretary receive written notice of the intent to present 
a proposal or nomination no earlier than February 28, 2011 and no later than March 30, 2011. The notice must 
contain the information required by the Bylaws. 


SOLICITATION EXPENSES 


We will pay the expense of preparing, assembling, printing and mailing the proxy form and the form of 
material used in solicitation of proxies. Our directors or employees may solicit proxies by telephone, facsimile 
and personal solicitation, in addition to the use of the mail. We do not expect to pay any compensation for the 
solicitation of proxies. 


By Order of the Board of Directors 


Leslie H. Wexner 
Chairman of the Board 
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PARTI 


ITEM 1. BUSINESS. 
GENERAL. 


We operate in the highly competitive specialty retail business. We are a retailer of women’s intimate and other 
apparel, beauty and personal care products and accessories under various trade names. We sell our merchandise 
primarily through our retail stores in the United States and Canada and through our websites and catalogues. 


FISCAL YEAR. 


Our fiscal year ends on the Saturday nearest to January 31. As used herein, “2010”, “2009”, “2008”, “2007” and 
“2005” refer to the 52 week periods ending January 29, 2011, January 30, 2010, January 31, 2009, February 2, 
2008 and January 28, 2006, respectively. “2006” refers to the 53 week period ended February 3, 2007. 


DESCRIPTION OF OPERATIONS. 
Our Company 


We are committed to building a family of the world’s best fashion retail brands, offering captivating customer 
experiences that drive long-term loyalty and deliver sustained value for our stakeholders. Founded in 1963 in 
Columbus, Ohio, we have evolved from an apparel-based specialty retailer to an approximately $9 billion 
segment leader focused on lingerie, beauty and personal care product categories that make customers feel sexy, 
sophisticated and forever young. 


We lead these product categories through our Victoria’s Secret and Bath & Body Works brands. We sell our 
products at more than 1,000 Victoria’s Secret stores and more than 1,600 Bath & Body Works stores nationwide, 
via the Victoria’s Secret Catalogue and online at www. VictoriasSecret.com and www.BathandBodyWorks.com. 
We also sell upscale accessory products through our Henri Bendel flagship and 10 accessory stores, as well as 
online at www.HenriBendel.com. Through our La Senza, Bath & Body Works and Pink brands, products are also 
available in retail venues in Canada. Additionally, La Senza has franchising relationships in 49 countries around 
the globe. Victoria’s Secret products are also made available on a wholesale basis to duty-free stores and other 
international retail locations. 


Victoria’s Secret is the leading U.S. specialty retailer of lingerie with modern, fashion-inspired collections, 
prestige fragrances and cosmetics, celebrated supermodels and world-famous runway shows. Victoria’s Secret 
lingerie and beauty stores, the catalogue and www. VictoriasSecret.com allow customers to shop the brand 
anywhere, any time, from any place for glamorous and sexy products from lines such as Very Sexy®, Body by 
Victoria®, Angels by Victoria’s Secret®, VS Cotton™, BioFit® and Victoria’s Secret Pink®, and luxurious 
beauty products from lines such as Dream Angels™, Victoria’s Secret Pink®, Beauty Rush® and Very Sexy ®. 


Bath & Body Works has reinvented the personal care industry with the introduction of fragrant flavorful 
indulgences, including shower gels, lotions, antibacterial soaps, candles and accessories. Combining the 
introduction of spa products that are easily used at home with the incorporation of simple rituals into daily life, 
Bath & Body Works is committed to helping consumers improve their emotional and physical well-being. With a 
focus on creating and offering the best products and an emphasis on innovation, Bath & Body Works is the 
ultimate personal care destination. 


Real Estate 


The following chart provides the retail businesses and the number of our company-owned retail stores in 
operation for each business as of January 30, 2010 and January 31, 2009. 


January 30, January 31, 
2010 2009 


Victoria S:Secret Stores: «¢diseciecees Xe we bid wees Oks Sb eee HS 1,040 1,043 
Bath. & Body Works: jcc. scdence cheve oh ceded eqveaeeeans 1,627 1,638 
LW SQN) ins c6 deed alate ead eb od bb AM Sena e ee es 258 322 
Henri Bendel)s¢ 3 .c0 hoe Sewn t inc ee bias eh bdand bdceas 11 5 
Bath & Body Works Canada................ 000000000000 ee 31 6 
Victoria’s Secret Pink Canada ............ 0.000. 4 — 


WOtal. sic ss ba Caasat bans acid eee Renee aoe wea Bee @ 2,971 3,014 


The following table provides the changes in the number of our company-owned retail stores operated for the past 
five fiscal years: 


Acquired/ 
Beginning Divested 
Peale Je pent ee ee ae 
DOOD siccereneraduatsie adage tahae Wace Gana eerwk 3,014 59 (102) — 2,971 
QOOS® sn dia gee tae tae ds Sha eg a pao 2,926 145 (57) — 3,014 
LOOT srscecase hii enacacgaaaraigesy ahatacgnarkia Gants aoe aed 3,766 129 (100) (869)(a) 2,926 
2000: bev statestdbeieeuseeuakewndceas 3,590 52 (169) 293(b) 3,766 
QOOD ssie doen ih ocactaie hte tos gedaan Oddo eae ae 3,779 50 (239) — 3,590 


(a) Express and Limited Stores were divested in July 2007 and August 2007, respectively. 
(b) Represents stores acquired in the La Senza acquisition on January 12, 2007. 


Our Strengths 


We believe the following competitive strengths contribute to our leading market position, differentiate us from 
our competitors, and will drive future growth: 


Industry Leading Brands 


We believe that our two flagship brands, Victoria’s Secret and Bath & Body Works, are almost universally 
recognized and others including Pink and La Senza, exhibit brand recognition which provides us with a 
competitive advantage. These brands are aspirational at accessible price points, and have a loyal customer base. 
These brands allow us to target markets across the economic spectrum, across demographics and across the 
world. 


e At Victoria’s Secret, we market products to the late-teen and college-age woman with Pink and then 
transition her into glamorous and sexy product lines, such as Angels, Very Sexy or Body by Victoria. While 
bras and panties are the core of what we do, these brands also give our customers choices in clothing, 
accessories, fragrances, lotions, cosmetics, swimwear and athletic attire. 


¢ Bath & Body Works caters to our customers’ entire well-being, providing shower gels and lotions, 
aromatherapy, antibacterial soaps, candles and personal care accessories. 


e In Canada, La Senza is a leader in the intimate apparel market. 


In-Store Experience and Store Operations 


We view the customer’s in-store experience as an important vehicle for communicating the image of each brand. 
We utilize visual presentation of merchandise, in-store marketing, music and our sales associates to reinforce the 
image represented by the brands. 


Our in-store marketing is designed to convey the principal elements and personality of each brand. The store 
design, furniture, fixtures and music are all carefully planned and coordinated to create a shopping experience. 
Every brand displays merchandise uniformly to ensure a consistent store experience, regardless of location. Store 
managers receive detailed plans designating fixture and merchandise placement to ensure coordinated execution 
of the company-wide merchandising strategy. 


Our sales associates and managers are a central element in creating the atmosphere of the stores by providing a 
high level of customer service. 


Product Development, Sourcing and Logistics 


We believe a large part of our success comes from frequent and innovative product launches, which include bra 
launches at Victoria’s Secret and the recent restage of the Signature Collection and antibacterial lines at Bath & 
Body Works. Our merchant, design and sourcing teams at Victoria’s Secret and our apparel sourcing function 
have a long history of bringing new products to our customers. Our personal care sourcing function works with 
our merchant teams to bring new ideas to the Bath & Body Works and Victoria’s Secret Beauty customer. 


We have an integrated supply chain leading from our key manufacturing partners around the world, through our 
distribution centers in Columbus, Ohio, to our stores. We believe that our apparel sourcing function has a long 
and deep presence in the key sourcing markets of Asia, which helps us partner with the best manufacturers and 
get high quality products to our customers quickly. 


Experienced and Committed Management Team 


We were founded in 1963 and have been led since inception by Leslie H. Wexner. Our senior management team 
has a wealth of retail and business experience at Limited Brands and other companies such as Nieman Marcus, 
Target, The Gap, Inc., The Home Depot, Carlson Companies and Yum Brands. We believe that we have one of 
the most experienced management teams in retail. 


Additional Information 
Merchandise Suppliers 


During 2009, we purchased merchandise from over 1,000 suppliers located throughout the world. No supplier 
provided 10% or more of our merchandise purchases. 


Distribution and Merchandise Inventory 


Most of the merchandise and related materials for our stores are shipped to our distribution centers in the 
Columbus, Ohio area. We use a variety of shipping terms that result in the transfer of title to the merchandise at 
either the point of origin or point of destination. 


Our policy is to maintain sufficient quantities of inventories on hand in our retail stores and distribution centers 
to enable us to offer customers an appropriate selection of current merchandise. We emphasize rapid turnover 
and take markdowns as required to keep merchandise fresh and current. 


Information Systems 


Our management information systems consist of a full range of retail, financial and merchandising systems. The 
systems include applications related to point-of-sale, e-commerce, merchandising, planning, sourcing, logistics, 
inventory management and support systems including human resources and finance. We continue to invest in 
technology to upgrade core systems to continue to improve our efficiency and accuracy in the production and 
delivery of merchandise to our stores. 


Seasonal Business 


Our operations are seasonal in nature and consist of two principal selling seasons: Spring (the first and second 
quarters) and Fall (the third and fourth quarters). The fourth quarter, including the holiday season, accounted for 
approximately one-third of our net sales for 2009, 2008 and 2007 and is typically our most profitable quarter. 
Accordingly, cash requirements are highest in the third quarter as our inventories build in advance of the holiday 
season. 


Regulation 


We and our products are subject to regulation by various federal, state, local and international regulatory 
authorities. We are subject to a variety of customs regulations and international trade arrangements. 


Trademarks and Patents 


Our trademarks and patents, which constitute our primary intellectual property, have been registered or are the 
subject of pending applications in the United States Patent and Trademark Office and with the registries of many 
foreign countries and/or are protected by common law. We believe our products and services are identified by 
our intellectual property and, thus, our intellectual property is of significant value. Accordingly, we intend to 
maintain our intellectual property and related registrations and vigorously protect our intellectual property assets 
against infringement. 


Segment Information 


We have two reportable segments: Victoria’s Secret and Bath & Body Works. The Victoria’s Secret reportable 
segment consists of the Victoria’s Secret and La Senza operating segments which are aggregated in accordance 
with the authoritative guidance included in Accounting Standards Codification Subtopic 280, Segment Reporting. 


Other Information 


For additional information about our business, including our net sales and profits for the last three years and 
selling square footage, see Item 7. Management’s Discussion and Analysis of Financial Condition and Results of 
Operation. For the financial results of our reportable segments, see Note 21 to the Consolidated Financial 
Statements included in Item 8. Financial Statements and Supplementary Data. 


COMPETITION. 


The sale of women’s intimate and other apparel, personal care and beauty products and accessories through retail 
stores is a highly competitive business with numerous competitors, including individual and chain specialty 
stores, department stores and discount retailers. Brand image, marketing, design, price, service, assortment and 
quality are the principal competitive factors in retail store sales. Our direct response businesses compete with 
numerous national and regional direct response merchandisers. Image presentation, fulfillment and the factors 
affecting retail store sales discussed above are the principal competitive factors in direct response sales. 


ASSOCIATE RELATIONS. 


On January 30, 2010, we employed approximately 92,100 associates, 75,000 of whom were part-time. In 
addition, temporary associates are hired during peak periods, such as the holiday season. 


EXECUTIVE OFFICERS OF THE REGISTRANT. 


Set forth below is certain information regarding our executive officers. 


Leslie H. Wexner, 72, has been our Chairman of the Board of Directors for more than thirty years and our Chief 
Executive Officer since our founding in 1963. 


Martyn R. Redgrave, 57, has been our Executive Vice President and Chief Administrative Officer since 
March 2005. In addition, Mr. Redgrave was our Chief Financial Officer from September 2006 to April 2007. 


Stuart B. Burgdoerfer, 47, has been our Executive Vice President and Chief Financial Officer since April 2007. 
Sharen J. Turney, 53, has been our Chief Executive Officer and President of Victoria’s Secret since July 2006. 
Diane L. Neal, 53, has been our Chief Executive Officer and President of Bath & Body Works since June 2007. 
Jane L. Ramsey, 52, has been our Executive Vice President, Human Resources, since April 2006. 


All of the above officers serve at the discretion of our Board of Directors and are members of our Executive 
Committee. 


AVAILABLE INFORMATION. 


Our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, amendments to 
those reports and code of conduct are available, free of charge, on our website, www.LimitedBrands.com. These 
reports are available as soon as reasonably practicable after such material is electronically filed with or furnished 
to the Securities and Exchange Commission (“SEC”). 


ITEM 1A. RISK FACTORS. 


The following discussion of risk factors contains “forward-looking statements,” as discussed in Item 1. These 
risk factors may be important to understanding any statement in this Form 10-K, other filings or in any other 
discussions of our business. The following information should be read in conjunction with Item 7. Management’s 
Discussion and Analysis of Financial Condition and Results of Operation and Item 8. Financial Statements and 
Supplementary Data. 


In addition to the other information set forth in this report, the reader should carefully consider the following 
factors which could materially affect our business, financial condition or future results. The risks described 
below are not our only risks. Additional risks and uncertainties not currently known or that are currently deemed 
to be immaterial may also adversely affect our business, operating results and/or financial condition in a material 
way. 


Our revenue, profit results and cash flow are sensitive to, and may be adversely affected by, general 
economic conditions, consumer confidence and spending patterns. 


Our growth, sales and profitability may be adversely affected by negative local, regional, national or international 
political or economic trends or developments that reduce the consumers’ ability or willingness to spend, 
including the effects of national and international security concerns such as war, terrorism or the threat thereof. 
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In particular, our operating results are generally impacted by changes in the United States and Canadian 
economies. Negative economic conditions may impact the level of consumer spending and inhibit customers’ use 
of credit. Purchases of women’s intimate and other apparel, beauty and personal care products and accessories 
often decline during periods when economic or market conditions are unsettled or weak. In such circumstances, 
we may increase the number of promotional sales, which could have a material adverse effect on our results of 
operations and financial condition. 


The global economic crisis could also impair the solvency of our suppliers, customers and other 
counterparties. 


There could be a number of additional effects from the ongoing economic downturn. The inability of key 
suppliers to access liquidity, or the insolvency of key suppliers, could lead to delivery delays or failures. We 
provide merchandise sourcing services to other retailers and licensees and grant credit to these parties in the 
normal course of business which subjects us to potential credit risk. Additionally, we have guaranteed certain 
lease payments of certain of our former subsidiaries. Financial difficulties of our customers or those former 
subsidiaries for whom we guarantee lease payments could have a material adverse effect on our results of 
operations and financial condition. Finally, other counterparty failures, including banks and counterparties to 
contractual arrangements, could negatively impact our business. 


The global economic crisis could have a material adverse effect on our liquidity and capital resources. 


The general economic and capital market conditions in the United States and other parts of the world have 
deteriorated significantly. These conditions have affected access to capital and increased the cost of capital. 
Although we believe that our capital structure and credit facilities will provide sufficient liquidity, there can be 
no assurance that our liquidity will not be affected by changes in the financial markets or that our capital 
resources will at all times be sufficient to satisfy our liquidity needs. If these conditions continue or become 
worse, our future cost of debt and equity capital and access to the capital markets could be adversely affected. 


Our net sales depend on a volume of traffic to our stores and the availability of suitable lease space. 


Most of our stores are located in retail shopping areas including malls and other types of retail centers. Sales at 
these stores are derived, in part, from the high volume of traffic in those retail areas. Our stores benefit from the 
ability of the retail center and other attractions in an area, including “destination” retail stores, to generate 
consumer traffic in the vicinity of our stores. Sales volume and retail traffic may be adversely affected by 
economic downturns in a particular area, competition from other retail and non-retail attractions and other retail 
areas where we do not have stores. Recently, sales volume has been adversely affected by the recessionary 
economic conditions. 


Part of our future growth is significantly dependent on our ability to operate stores in desirable locations with 
capital investment and lease costs providing the opportunity to earn a reasonable return. We cannot be sure as to 
when or whether such desirable locations will become available at reasonable costs. 


Our net sales, operating income and inventory levels fluctuate on a seasonal basis. 


We experience major seasonal fluctuations in our net sales and operating income, with a significant portion of 
our operating income typically realized during the fourth quarter holiday season. Any decrease in sales or 
margins during this period could have a material adverse effect on our results of operations and financial 
condition. 


Seasonal fluctuations also affect our inventory levels, since we usually order merchandise in advance of peak 
selling periods and sometimes before new fashion trends are confirmed by customer purchases. We must carry a 
significant amount of inventory, especially before the holiday season selling period. If we are not successful in 
selling inventory, we may have to sell the inventory at significantly reduced prices or may not be able to sell the 
inventory at all, which could have a material adverse effect on our results of operations and financial condition. 
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Our ability to grow depends in part on new store openings and existing store remodels and expansions. 


Our continued growth and success will depend in part on our ability to open and operate new stores and expand 
and remodel existing stores on a timely and profitable basis. Accomplishing our new and existing store 
expansion goals will depend upon a number of factors, including the ability to partner with developers and 
landlords to obtain suitable sites for new and expanded stores at acceptable costs, the hiring and training of 
qualified personnel, particularly at the store management level, and the integration of new stores into existing 
operations. There can be no assurance we will be able to achieve our store expansion goals, manage our growth 
effectively, successfully integrate the planned new stores into our operations or operate our new, remodeled and 
expanded stores profitably. 


Our plans for international expansion include risks that could adversely impact our financial results and 
reputation. 


We intend to further expand into international markets through franchise/distribution agreements and/or 
company-owned stores. The risks associated with our expansion into international markets include difficulties in 
attracting customers due to a lack of customer familiarity with our brands, our lack of familiarity with local 
customer preferences and seasonal differences in the market. Further, entry into this market may bring us into 
competition with new competitors or with existing competitors with an established market presence. Other risks 
include general economic conditions in specific countries or markets, disruptions or delays in shipments, changes 
in diplomatic and trade relationships, political instability and foreign governmental regulation. 


We also have risks related to identifying suitable partners as franchisees, distributors or in a similar capacity. In 
addition, certain aspects of these arrangements are not directly within our control, such as the ability of these 
third parties to meet their projections regarding store openings and sales. We cannot ensure the profitability or 
success of our expansion into international markets. These risks could have a material adverse effect on our 
brand image and reputation as well as our results of operations, financial condition and cash flows. 


Our licensees could take actions that could harm our business or brand images. 


We have global representation through independently owned La Senza stores operated by licensees. Although we 
have criteria to evaluate and select prospective licensees, the amount of control we can exercise over our 
licensees is limited and the quality of licensed operations may be diminished by any number of factors beyond 
our control. Licensees may not have the business acumen or financial resources necessary to successfully operate 
stores in a manner consistent with our standards and may not hire and train qualified store managers and other 
personnel. Our brand image and reputation may suffer materially and our sales could decline if our licensees do 
not operate successfully. 


Our direct channel business includes risks that could have an adverse effect on our results from operations 
or financial condition. 


Our direct operations are subject to numerous risks that could have a material adverse effect on our operational 
results. Risks include, but are not limited to, the (a) diversion of sales from our stores, which may impact 
comparable store sales figures, (b) difficulty in recreating the in-store experience through our direct channels, 
(c) domestic or international resellers purchasing merchandise and re-selling it overseas outside our control, 
(d) risks related to the failure of the systems that operate the web sites and their related support systems, 
including computer viruses, theft of customer information, privacy concerns, telecommunication failures and 
electronic break-ins and similar disruptions, and (e) risks related to our direct-to-consumer distribution center. 
Any of these events could have a material adverse effect on our results of operations and financial condition. 


Our failure to protect our reputation could have a material adverse effect on our brand images. 


Our ability to maintain our reputation is critical to our brand images. Our reputation could be jeopardized if we 
fail to maintain high standards for merchandise quality and integrity. Any negative publicity about these types of 
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concerns may reduce demand for our merchandise. Failure to comply with ethical, social, product, labor and 
environmental standards, or related political considerations, could also jeopardize our reputation and potentially 
lead to various adverse consumer actions, including boycotts. Failure to comply with local laws and regulations, 
to maintain an effective system of internal controls or to provide accurate and timely financial statement 
information could also hurt our reputation. Damage to our reputation or loss of consumer confidence for any of 
these or other reasons could have a material adverse effect on our results of operations and financial condition, as 
well as require additional resources to rebuild our reputation. 


Our failure to adequately protect our trade names, trademarks and patents could have a negative impact 
on our brand images and limit our ability to penetrate new markets. 


We believe that our trade names, trademarks and patents are an essential element of our strategy. We have 
obtained or applied for federal registration of these trade names, trademarks and patents and have applied for or 
obtained registrations in many foreign countries. There can be no assurance that we will obtain such registrations 
or that the registrations we obtain will prevent the imitation of our products or infringement of our intellectual 
property rights by others. If any third-party copies our products in a manner that projects lesser quality or carries 
a negative connotation, our brand images could be adversely affected. 


Our results can be adversely affected by market disruptions. 


Market disruptions due to severe weather conditions, natural disasters, health hazards, terrorist activities, 
financial crises, political crises or other major events or the prospect of these events can affect consumer 
spending and confidence levels and adversely affect our results or prospects in affected markets. The receipt of 
proceeds under any insurance we maintain for these purposes may be delayed or the proceeds may be insufficient 
to fully offset our losses. 


Our stock price may be volatile. 


Our stock price may fluctuate substantially as a result of quarter to quarter variations in our actual or projected 
performance or the financial performance of other companies in the retail industry. In addition, the stock market 
has experienced price and volume fluctuations that have affected the market price of many retail and other stocks 
and that have often been unrelated or disproportionate to the operating performance of these companies. 


Our failure to maintain our credit rating could negatively affect our ability to access capital and would 
increase our interest expense. 


The credit ratings agencies periodically review our capital structure and the quality and stability of our earnings. 
Any negative ratings actions could constrain the capital available to our company or our industry and could limit 
our access to funding for our operations. We are dependent upon our ability to access capital at rates and on 
terms we determine to be attractive. If our ability to access capital becomes constrained, our interest costs will 
likely increase, which could have a material adverse effect on our results of operations and financial condition. 
Additionally, our failure to maintain our credit rating would result in higher interest costs. 


We may be unable to service our debt. 


We may be unable to service our outstanding debt or any other debt we incur. Additionally, some of our debt 
agreements contain covenants which require maintenance of certain financial ratios and also, under certain 
conditions, restrict our ability to pay dividends, repurchase common shares and make other restricted payments 
as defined in those agreements. 


Our cash flow from operations provides the primary source of funds for our debt service payments. If our cash 
flow from operations is adversely impacted, we may be unable to service or refinance our current debt. 
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Our inability to compete favorably in our highly competitive segment of the retail industry could 
negatively impact our results. 


The sale of intimate and other apparel, personal care products and accessories is highly competitive. We compete 
for sales with a broad range of other retailers, including individual and chain specialty stores, department stores 
and discount retailers. In addition to the traditional store-based retailers, we also compete with direct marketers 
or retailers that sell similar lines of merchandise and who target customers through direct response channels. 
Brand image, marketing, design, price, service, quality, image presentation and fulfillment are all competitive 
factors in both the store-based and direct response channels. 


Some of our competitors may have greater financial, marketing and other resources available. In many cases, our 
competitors sell their products in department stores that are located in the same shopping malls as our stores. In 
addition to competing for sales, we compete for favorable site locations and lease terms in shopping malls. 


Increased competition could result in price reductions, increased marketing expenditures and loss of market 
share, any of which could have a material adverse effect on our results of operations and financial condition. The 
recent recessionary conditions have resulted in more significant competition and our competitors have lowered 
prices and engaged in more promotional activity. 


Our inability to remain current with fashion trends and launch new product lines successfully could 
negatively impact the image and relevance of our brands. 


Our success depends in part on management’s ability to effectively anticipate and respond to changing fashion 
preferences and consumer demands and to translate market trends into appropriate, saleable product offerings far 
in advance of the actual time of sale to the customer. Customer demands and fashion trends change rapidly. If we 
are unable to successfully anticipate, identify or react to changing styles or trends or we misjudge the market for 
our products or any new product lines, our sales will be lower, potentially resulting in significant amounts of 
unsold finished goods inventory. In response, we may be forced to increase our marketing promotions or price 
markdowns, which could have a material adverse effect on our results of operations and financial condition. Our 
brand image may also suffer if customers believe merchandise misjudgments indicate we are no longer able to 
identify and offer the latest fashions. 


We may be unable to retain key personnel. 


It is our belief we have benefited substantially from the leadership and experience of our senior executives, 
including Leslie H. Wexner (Chairman of the Board of Directors and Chief Executive Officer). The loss of the 
services of any of these individuals could have a material adverse effect on our business and prospects. 
Competition for key personnel in the retail industry is intense and our future success will also depend on our 
ability to recruit, train and retain other qualified key personnel. 


We may be unable to attract, develop and retain qualified employees and manage labor costs. 


We believe our competitive advantage is providing a positive, engaging and satisfying experience for each 
individual customer, which requires us to have highly trained and engaged employees. Our success depends in 
part upon our ability to attract, develop and retain a sufficient number of qualified employees, including store 
personnel and talented merchants. The turnover rate in the retail industry is generally high and qualified 
individuals of the requisite caliber and number needed to fill these positions may be in short supply in some 
areas. Competition for such qualified individuals or changes in labor and healthcare laws could require us to 
incur higher labor costs. Our inability to recruit a sufficient number of qualified individuals in the future may 
delay planned openings of new stores or affect the speed with which we expand. Delayed store openings, 
significant increases in employee turnover rates or significant increases in labor costs could have a material 
adverse effect on our results of operations and financial condition. 


We rely significantly on foreign sources of production and maintenance of operations in foreign countries. 


We purchase merchandise directly in foreign markets and in the domestic market. We do not have any material 
long-term merchandise supply contracts. Many of our imports are subject to a variety of customs regulations and 
international trade arrangements, including existing or potential duties, tariffs or safeguard quotas. We compete 
with other companies for production facilities. 


We also face a variety of other risks generally associated with doing business in foreign markets and importing 
merchandise from abroad, such as: 

e political instability; 

e imposition of duties, taxes and other charges on imports; 

e legal and regulatory matters; 

e currency and exchange risks; 


e local business practice and political issues (including issues relating to compliance with domestic or 
international labor standards) which may result in adverse publicity or threatened or actual adverse 
consumer actions, including boycotts; 


¢ potential delays or disruptions in shipping and related pricing impacts; 
e disruption of imports by labor disputes; and 


e changing expectations regarding product safety due to new legislation. 


New initiatives may be proposed impacting the trading status of certain countries and may include retaliatory 
duties or other trade sanctions which, if enacted, would limit or reduce the products purchased from suppliers in 
such countries. 


In addition, significant health hazards, environmental hazards or natural disasters may occur which could have a 
negative effect on the economies, financial markets and business activity. Our purchase of merchandise from 
these manufacturing operations may be affected by this risk. 


Our future performance will depend upon these and the other factors listed above which are beyond our control 
and could have a material adverse effect on our results of operations and financial condition. 


Our manufacturers may not be able to manufacture and deliver products in a timely manner and meet 
quality standards. 


We purchase products through contract manufacturers and importers and directly from third-party manufacturers. 
Similar to most other specialty retailers, we have narrow sales window periods for much of our inventory. 
Factors outside our control, such as manufacturing or shipping delays or quality problems, could disrupt 
merchandise deliveries and result in lost sales, cancellation charges or excessive markdowns which could have a 
material adverse effect on our results of operations and financial condition. 


Our results may be adversely affected by fluctuations in energy costs. 


Energy costs have fluctuated dramatically in the past. These fluctuations may result in an increase in our 
transportation costs for distribution, utility costs for our retail stores and costs to purchase product from our 
manufacturers. A continual rise in energy costs could adversely affect consumer spending and demand for our 
products and increase our operating costs, both of which could have a material adverse effect on our results of 
operations and financial condition. 


10 


We may be adversely impacted by increases in costs of mailing, paper and printing. 


Postal rate increases and paper and printing costs will affect the cost of our order fulfillment and catalogue and 
promotional mailings. We rely on discounts from the basic postal rate structure, such as discounts for bulk 
mailings and sorting. Future paper and postal rate increases could adversely impact our earnings if we are unable 
to pass such increases directly onto our customers or if we are unable to implement more efficient printing, 
mailing, delivery and order fulfillment systems. 


We self-insure certain risks and may be adversely impacted by unfavorable claims experience. 


We are self-insured for various types of insurable risks including associate medical benefits, workers’ 
compensation, property, general liability and automobile up to certain stop-loss limits. Claims are difficult to 
predict and may be volatile. Any adverse claims experience could have a material adverse effect on our results of 
operations and financial condition. 


We significantly rely on our ability to implement and sustain information technology systems. 


Our success depends, in part, on the secure and uninterrupted performance of our information technology 
systems. Our computer systems, as well as those of our service providers, are vulnerable to damage from a 
variety of sources, including telecommunication failures, malicious human acts and natural disasters. Moreover, 
despite network security measures, some of our servers and those of our service providers are potentially 
vulnerable to physical or electronic break-ins, computer viruses and similar disruptive problems. Additionally, 
these types of problems could result in a breach of confidential customer information which could result in 
damage to our reputation and/or litigation. Despite the precautions we have taken, unanticipated problems may 
nevertheless cause failures in our information technology systems. Sustained or repeated system failures that 
interrupt our ability to process orders and deliver products to the stores in a timely manner or expose confidential 
customer information could have a material adverse effect on our results of operations and financial condition. 


In addition, we will make modifications and upgrades to the information technology systems for point-of-sale, 
e-commerce, merchandising, planning, sourcing, logistics, inventory management and support systems including 
human resources and finance. Modifications involve replacing legacy systems with successor systems, making 
changes to legacy systems or acquiring new systems with new functionality. We are aware of inherent risks 
associated with replacing these systems, including accurately capturing data and system disruptions. Information 
technology system disruptions, if not anticipated and appropriately mitigated, could have a material adverse 
effect on our operations. 


We may fail to comply with regulatory requirements. 


As a public company, we are subject to numerous regulatory requirements. Our policies, procedures and internal 
controls are designed to comply with all applicable laws and regulations, including those imposed by the 
Sarbanes-Oxley Act of 2002, the SEC and the New York Stock Exchange (the “NYSE”). Failure to comply with 
such laws and regulations could have an adverse effect on our reputation, market price of our common stock, 
results of operations and financial condition. 


We may be adversely impacted by changes in taxation requirements. 


We are subject to income tax in local, national and international jurisdictions. In addition, our products are 
subject to import and excise duties and/or sales or value-added taxes in many jurisdictions. Fluctuations in tax 
rates and duties and changes in tax legislation or regulation could have a material adverse effect on our results of 
operations and financial condition. 
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We may be adversely impacted by certain compliance or legal matters. 


We are subject to complex compliance and litigation risks. Difficulty can exist in complying with sometimes 
conflicting regulations in local, national or international jurisdictions as well as new or changing regulations that 
affect how we operate. In addition, we may be impacted by litigation trends, including class action lawsuits 
involving consumers and shareholders that could have a material adverse effect on our reputation, market price 
of our common stock, results of operations and financial condition. 


ITEM 1B. UNRESOLVED STAFF COMMENTS. 


None. 


ITEM 2. PROPERTIES. 


The following table provides the location, use and size of our distribution, corporate and product development 
facilities as of January 30, 2010: 


Approximate 

Square 

Location Use Footage 
Columbus, Ohio ..................00. Corporate, distribution and shipping 6,414,000 
New York, New York ..............04. Office, sourcing and product development/design 513,000 
Montreal, Quebec, Canada ............. Office, distribution and shipping 486,000 
Kettering, OhI0' 36.366. e cece a gens Call center 94,000 
HONG Kone ois ecdic ee eedaanane een Office and sourcing 80,000 
Rio Rancho, New Mexico.............. Call center 73,000 
Paramus, New Jersey ..............04. Research and development and office 31,000 
Various foreign locations .............. Office and sourcing 21,000 


United States 


Our business for both the Victoria’s Secret and Bath & Body Works segments is principally conducted from 
office, distribution and shipping facilities located in the Columbus, Ohio area. Additional facilities are located in 
New York, New York; Kettering, Ohio; Rio Rancho, New Mexico and Paramus, New Jersey. 


Our distribution and shipping facilities consist of seven buildings located in the Columbus, Ohio area. These 
buildings, including attached office space, comprise approximately 6.4 million square feet. 


As of January 30, 2010, we operate 2,678 retail stores located in leased facilities, primarily in malls and shopping 
centers, throughout the United States. A substantial portion of these lease commitments consists of store leases 
generally with an initial term of ten years. The leases expire at various dates between 2010 and 2024. 


Typically, when space is leased for a retail store in a mall or shopping center, we supply all improvements, 
including interior walls, floors, ceilings, fixtures and decorations. The cost of improvements varies widely, 
depending on the design, size and location of the store. In certain cases, the landlord of the property may provide 
an allowance to fund all or a portion of the cost of improvements serving as a lease incentive. Rental terms for 
new locations usually include a fixed minimum rent plus a percentage of sales in excess of a specified amount. 
We usually pay certain operating costs such as common area maintenance, utilities, insurance and taxes. For 
additional information, see Note 16 to the Consolidated Financial Statements included in Item 8. Financial 
Statements and Supplementary Data. 


12 


International 
Canada 


Our international business is principally conducted from owned and leased office, distribution and shipping 
facilities located in the Montreal, Quebec area. Additional leased office facilities are located in Toronto, Ontario. 


Our distribution and shipping facilities consist of two buildings located in the Montreal, Quebec area. These 
buildings, including attached office space, comprise approximately 386,000 square feet. Additionally, we lease 
additional office facilities in the Montreal area comprised of approximately 100,000 square feet. 


As of January 30, 2010, we operate 293 retail stores located in leased facilities, primarily in malls and shopping 
centers, throughout the Canadian provinces. A substantial portion of these lease commitments consists of store 
leases generally with an initial term of ten years. The leases expire at various dates between 2010 and 2024. 


Other International 


As of January 30, 2010, we also have global representation through 520 independently owned “La Senza” stores 
operated by licensees in 49 countries. In addition, Victoria’s Secret products and accessories are made available 
on a wholesale basis to duty-free stores and other international retail locations including travel and tourism 
stores. 


We also operate sourcing-related office facilities in various international locations. 


ITEM 3. LEGAL PROCEEDINGS. 


We are a defendant in a variety of lawsuits arising in the ordinary course of business. Plaintiffs may seek to 
recover large and sometimes unspecified amounts or other types of relief and some matters may remain 
unresolved for several years. Although we are unable to predict with certainty the eventual outcome of any 
litigation, in the opinion of management, our legal proceedings are not expected to have a material adverse effect 
on our financial position or results of operations. 


On November 6, 2009, a class action (International Brotherhood of Electrical Workers Local 697 Pension Fund 
vy. Limited Brands, Inc. et al.) was filed against our company and certain of our officers in the United States 
District Court for the Southern District of Ohio on behalf of a purported class of all persons who purchased or 
acquired shares of Limited Brands common stock between August 22, 2007 and February 28, 2008. We believe 
the complaint is without merit and that we have substantial factual and legal defenses to the claims at issue. We 
intend to vigorously defend against this action. We cannot reasonably estimate the possible loss or range of loss 
that may result from this lawsuit. 


ITEM 4. RESERVED. 
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PART II 


ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER 
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES. 


Our common stock (“LTD”) is traded on the New York Stock Exchange. On January 30, 2010, there were 
approximately 55,000 shareholders of record. However, including active associates who participate in our stock 
purchase plan, associates who own shares through our sponsored retirement plans and others holding shares in 
broker accounts under street names, we estimate the shareholder base to be approximately 145,000. 


The following table provides our quarterly market prices and cash dividends per share for 2009 and 2008: 


Menta Ss Cash Dividend 
High Low Per Share 

2009 

MOUtth quarter: 325-55. fecsle. ria eshace Sbeetns Roney aes i dlaranpegiaaeave ea cnh ac $20.90 $16.28 $0.15 
Vhird quater 6 ics1.0c5isecacee Seite peda ede eae bs 19.99 12.56 0.15 
SECON GUANLSR ascii sus 3, Sie aud pd aac: daacene Goals Gad aka ebla, Saclay actions, 828 13.73 10.28 0.15 
First quamter acess sev ecddte gies aide ddae ae is 11.70 5.98 0.15 
2008 

Fourth quarter: cch s3 gaieuaand eed ecole. we wg A alony aa na Readies $12.25 $ 6.90 $0.15 
Third: quarter 63.664 jae Oe e ed ys ta ase oe eee dS 22.16 9.85 0.15 
SECONG GQUANTSR oo 555d: usedssahdes beatae aunapand a guavacesecs dea tle Raedis ete 19.73 14.45 0.15 
Pirst-quamter i s.0005htecacee Saw eina tee dade eee oe 19.45 14.41 0.15 
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The following graph shows the changes, over the past five-year period, in the value of $100 invested in our 
common stock, the Standard & Poor’s 500 Composite Stock Price Index and the Standard & Poor’s 500 Retail 
Composite Index. The plotted points represent the closing price on the last day of the fiscal year indicated. 


COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN* 
AMONG LIMITED BRANDS, INC., THE S&P 500 INDEX AND THE S&P RETAIL COMPOSITE 
INDEX 


*$100 INVESTED IN STOCK OR IN INDEX AT THE CLOSING PRICE ON 1/29/05 — INCLUDING 
REINVESTMENT OF DIVIDENDS. 


Comparison of Cumulative Five Year Total Return 
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The following table provides our repurchases of our common stock during the fourth quarter of 2009: 


Total Number Maximum 
of Shares Number of Shares 
Total Purchased as (or Approximate 
Number of Average Price Part of Publicly Dollar Value) that May 
Shares Paid Per Announced Yet be Purchased 
Period Purchased(a) Share(b) Programs(c) Under the Programs(c) 
(in thousands) (in thousands) 
November 2009 a sj sey ih ccencack eas eda da borne 34 17.92 — 31,244 
December 2009 ......... 0.0.0.0. cee eee 7 19.00 — 31,244 
January 2010) cca a cates peed LAA eee en hee — 19.24 — 31,244 
Total 24. cnis gcd scene acta aneenenea eats 41 18.11 — 31,244 


(a) The total number of shares repurchased relates to shares repurchased in connection with (i) tax payments 
due upon vesting of employee restricted stock awards, and (ii) the use of our stock to pay the exercise price 
on employee stock options, and (iii) our small lot shareholder repurchase program. 

(b) The average price paid per share includes any broker commissions. 

(c) For additional share repurchase program information, see Note 19 to the Consolidated Financial Statements 
included in Item 8. Financial Statements and Supplementary Data. 
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ITEM 6. SELECTED FINANCIAL DATA. 


Summary of Operations 


Net Sales 
Gross Profit 
Operating Income (d) 
Income Before Cumulative Effect of Changes in 

Accounting Principle (e) 
Cumulative Effect of Changes in Accounting 

Principle (b)(c) 


Net Income Attributable to Limited Brands, Inc. (e) .... 


Gross Profit 
Operating Income 
Income Before Cumulative Effect of Changes in 

Accounting Principle 


Per Share Results 


Net Income Attributable to Limited Brands, Inc. 
per Basic Share: 

Income Before Cumulative Effect of Changes in 
Accounting Principle 

Net Income Attributable to Limited Brands, Inc. per 
Basic Share 


Net Income Attributable to Limited Brands, Inc. 
per Diluted Share: 

Income Before Cumulative Effect of Changes in 
Accounting Principle 

Net Income Attributable to Limited Brands, Inc. 
per Diluted Share 


Dividends per Share 
Weighted Average Diluted Shares Outstanding 
(in millions) 


Other Financial Information 


Cash and Cash Equivalents 
Total Assets 
Working Capital 
Net Cash Provided by Operating Activities 
Capital Expenditures 
Long-term Debt 
Other Long-term Liabilities 
Shareholders’ Equity 


Return on Average Shareholders’ Equity 
Comparable Store Sales (Decrease) Increase (f) 
Return on Average Assets 
Debt-to-equity Ratio 
Current Ratio 


Stores and Associates at End of Year 


Number of Stores (g) 
Selling Square Feet (in thousands) (g) 
Number of Associates 


January 30, January 31, February 2, February 3, January 28, 


2010 


2006(c) 


35.1% 
10.1% 


5.2% 


$ 1,804 
7,173 
1,928 
1,174 

202 
2,723 
731 
2,183 


22% 


6% 
125% 
25 


2,971 
10,934 
92,100 


(4%) 


Fiscal Year Ended 
2009 2008 2007(a)(b) 
(in millions) 
$ 9,043 $10,134 $ 10,671 
3,006 3,509 4,013 
589 1,110 1,176 
216 696 674 
_ = 1 
220 718 676 
(as a percentage of net sales) 
33.2% 34.6% 37.6% 
6.5% 11.0% 11.0% 
2.4% 6.9% 6.3% 
$ 066 $ 1.91 $ 1.71 
0.66 1.91 1.71 
$ 065 $ 189 $ 1.68 
0.65 1.89 1.68 
$ 060 $ 0.60 $ 0.60 
337 380 403 
(in millions) 
$ 1,173 $ 1,018 $ 500 
6,972 7,437 7,093 
1,612 1,545 1,062 
954 7605 600 
479 TAO 548 
2,897 2,905 1,665 
732 709 520 
1,874 2,219 2,955 
11% 28% 25% 
(9%) (2%) 1% 
3% 10% 10% 
155% 131% 56% 
23 21 1.6 
3,014 2,926 3,766 
10,898 10,310 15,719 
90,900 97,500 125,500 


$ 


1,208 
6,346 
1,209 
1,081 

480 
1,669 

452 
2,471 


28% 
(1%) 
11% 
68% 

1.8 


3,590 
15,332 
110,000 


(a) 
(b) 


(c) 


(d) 


(e) 


Fifty-three week fiscal year. 


On January 29, 2006, we adopted the authoritative guidance included in Accounting Standards Codification 
(“ASC”) Subtopic 718, Compensation—Stock Compensation (“ASC Subtopic 718”), which requires the 
measurement and recognition of compensation expense for all share-based awards made to employees and 
directors based on estimated fair values on the grant date. For additional information, see Notes 20 to the 
Consolidated Financial Statements included in Item 8. Financial Statements and Supplementary Data. 


The cumulative effect of adopting the authoritative guidance included in ASC Subtopic 718, was $0.7 
million, net of tax of $0.4 million, and was recognized as an increase to net income in the Consolidated 
Statement of Income as of the beginning of the first quarter of 2006. 


During the fourth quarter of 2005, we changed our inventory valuation methodology. Previously, 
inventories were principally valued at the lower of cost or market, on a weighted-average cost basis, using 
the retail method. Commencing in 2005, inventories are principally valued at the lower of cost or market, on 
a weighted-average cost basis, using the cost method. 


The cumulative effect of this change was $17 million, net of tax of $11 million. This change was recognized 
as an increase to net income in the Consolidated Statement of Income as of the beginning of the first quarter 
of 2005. In addition to the $17 million cumulative impact recognized as of the beginning of the first quarter, 
the effect of the change during 2005 was to decrease net income by $4 million, or $0.01 per diluted share. 


Operating income includes the effect of the following items: 


(i) In 2009, a $9 million pre-tax gain, $14 million net of related tax benefits, associated with the reversal 
of an accrued contractual liability as a result of the divestiture of a joint venture. 

(ii) In 2008, a $215 million impairment charge related to goodwill and other intangible assets for our La 
Senza business, a $128 million gain related to the divestiture of a personal care joint venture, $23 
million of expense related to restructuring activities and a $19 million impairment charge related to a 
joint venture. 

(iii) In 2007, a $302 million gain related to the divestiture of Express, a $72 million loss related to the 
divestiture of Limited Stores, $48 million related to initial recognition of income for unredeemed gift 
cards at Victoria’s Secret, $53 million of expense related to various restructuring activities and $37 
million of gains related to asset sales. 

(iv) In 2006, $26 million in incremental share-based compensation expense related to the effect of adopting 
the authoritative guidance included in ASC Subtopic 718. 

(v) In 2005, $30 million related to initial recognition of income for unredeemed gift cards at Bath & Body 
Works and Express. 


For additional information on 2009, 2008 and 2007 items, see the Notes to the Consolidated Financial 
Statements included in Item 8. Financial Statements and Supplementary Data. 


In addition to the items previously discussed in (d), net income includes the effect of the following items: 


(i) In 2009, $23 million of favorable income tax benefits in the fourth quarter primarily related to the 
reorganization of certain foreign subsidiaries and $9 million of favorable income tax benefits in the 
third quarter primarily due to the resolution of certain tax matters. 

(ii) In 2008, $15 million of favorable tax benefits in the fourth quarter primarily related to certain discrete 
foreign and state income tax items and a $13 million pre-tax gain related to a cash distribution from 
Express. 

(iii) In 2007, a $100 million pre-tax gain related to a cash distribution from Easton Town Center, LLC, a 
$17 million pre-tax gain related to an interest rate hedge and $67 million of favorable tax benefits 
primarily relating to: 1) the reversal of state net operating loss carryforward valuation allowances and 
other favorable tax benefits associated with the Apparel divestitures; 2) a decline in the Canadian 
federal tax rate; 3) audit settlements and 4) other items. 
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(f) 


(g) 


(iv) In 2005, a $77 million favorable one-time tax benefit related to the repatriation of foreign earnings 
under the provisions of the American Jobs Creation Act and $40 million of pre-tax interest income 
related to an Internal Revenue Service tax settlement. 


For additional information on 2009, 2008 and 2007 items, see the Notes to the Consolidated Financial 
Statements included in Item 8. Financial Statements and Supplementary Data. 


The effect of the items, described in (d) and (e) above, to earnings per share were $0.14 in 2009, $(0.40) in 
2008, $0.68 in 2007, $(0.05) in 2006 and $0.33 in 2005. 


A store is typically included in the calculation of comparable store sales when it has been open or owned 12 
months or more and it has not had a change in selling square footage of 20% or more. Additionally, stores of 
a given brand are excluded if total selling square footage for the brand in the mall changes by 20% or more 
through the opening or closing of a second store. 


Number of stores and selling square feet excludes independently owned La Senza stores operated by 
licensees. 
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 
RESULTS OF OPERATION. 


The following discussion and analysis of financial condition and results of operations are based upon our 
Consolidated Financial Statements, which have been prepared in accordance with accounting principles generally 
accepted in the United States of America. The following information should be read in conjunction with our 
financial statements and the related notes included in Item 8. Financial Statements and Supplementary Data. 


Our operating results are generally impacted by changes in the U.S. and Canadian economies and, therefore, we 
monitor the retail environment using, among other things, certain key industry performance indicators such as the 
University of Michigan Consumer Sentiment Index (which measures consumers’ views on the future course of 
the U.S. economy), the National Retail Traffic Index (which measures traffic levels in malls nationwide) and 
National Retail Sales (which reflects sales volumes of 5,000 businesses as measured by the U.S. Census Bureau). 
These indices provide insight into consumer spending patterns and shopping behavior in the current retail 
environment and assist us in assessing our performance as well as the potential impact of industry trends on our 
future operating results. Additionally, we evaluate a number of key performance indicators including comparable 
store sales, gross profit, operating income and other performance metrics such as sales per average selling square 
foot and inventory per selling square foot in assessing our performance. 


Executive Overview 
Strategy 


Our strategy supports and drives our mission to build a family of the world’s best fashion retail brands offering 
captivating customer experiences that drive long-term loyalty and deliver sustained value for our stakeholders. 


To execute our strategy, we are focused on these key strategic imperatives: 
* Grow and maximize profitability of our core brands in current channels and geographies; 
e Extend our core brands into new channels and geographies; 
e Incubate and grow new brands in current channels; and 


e Build enabling infrastructure and capabilities. 


Grow and maximize profitability of our core brands in current channels and geographies 


The core of Victoria’s Secret is bras and panties. We see clear opportunities for substantial growth in these 
categories by focusing on product newness and innovation and expanding into under-penetrated market and price 
segments. In our direct channel, we have the infrastructure in place to support growth well into the future. We 
believe our direct channel is an important form of brand advertising given the ubiquitous nature of the internet 
and our large mailing list. 


The core of Bath & Body Works is its Signature Collection, antibacterial and home fragrance product lines, 
which together make up the majority of sales and profits for the business. During the past year we restaged both 
the Signature Collection and our antibacterial lines with more compelling fragrances, improved formulas and 
updated packaging. Additionally, www.BathandBodyWorks.com, which launched in 2006, continues to exhibit 
year-over-year growth. 


We have a multi-year initiative to substantially increase operating margins for our brands through merchandise 
margin expansion and expense rationalization. With regard to merchandise margin expansion, we actively 
manage our inventory to minimize the level of promotional activity and we have and will continue to work with 
our merchandise vendors on innovation, quality, speed and cost. Additionally, we have made a concerted effort 
to manage home office headcount and overhead expenses. Finally, we have and will continue to optimize our 
marketing expense by concentrating our expenditures on efficient and return-generating programs. 
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Extend our core brands into new channels and geographies 


We began our international expansion with the acquisition of La Senza at the beginning of 2007. Since 2008, we 
opened 31 Bath & Body Works stores and four Victoria’s Secret Pink stores in Canada. Based on the success we 
have experienced in Canada, we plan to open an additional 30 to 35 Bath & Body Works stores and five more 
Victoria’s Secret Pink stores in 2010. We also plan to open our first four Victoria’s Secret stores in Canada in 
2010. 


We are also reviewing international opportunities outside of North America. In 2009, our partners opened seven 
Victoria’s Secret travel and tourism stores with six of those stores outside of the United States. These stores are 
principally located in airports and tourist destinations. These stores are focused on Victoria’s Secret branded 
beauty and accessory products and are operated by partners under a wholesale model. Our partners plan to open 
10 to 15 more Victoria’s Secret travel and tourism stores in 2010. We continue to analyze and explore how to 
further expand our brands outside of North America. 


Incubate and grow new brands in current channels 


Our most successful brands have either been conceived or incubated within Limited Brands, including Victoria’s 
Secret and Bath & Body Works. We are constantly experimenting with new ideas and our current efforts include 
standalone Pink stores and Henri Bendel stores focused on accessories. 


Build enabling infrastructure and capabilities 


Over the past four years, we have opened a new Direct to Consumer distribution center, launched new 
merchandise planning systems, new supply chain management systems and new financial systems. We are using 
these capabilities to be able to more productively react to current market conditions, improve inventory accuracy, 
turnover and in-stock levels and deliver more targeted assortments at the store level. Going forward, we plan to 
implement new point-of-sale systems in our stores and new finance and other support systems in our direct 
channel. 


2009 Overview 


We anticipated that the retail environment would continue to be challenging in 2009. Our net sales decreased 
$411 million to $8.632 billion driven by a comparable store sales decrease of 4%. Our operating income 
increased $279 million to $868 million and our operating income rate improved significantly from 6.5% to 
10.1%. In 2009, our operating income benefited from a $9 million gain associated with the reversal of an accrued 
contractual liability as a result of the divestiture of a joint venture. In 2008, our operating income was negatively 
impacted by $129 million which included a $215 million impairment charge related to goodwill and other 
intangible assets for our La Senza business, a $128 million gain related to the divestiture of a personal care joint 
venture, $23 million of expense related to restructuring activities and a $19 million impairment charge related to 
a joint venture. 


The remainder of our operating income increase was driven by the strength of our holiday assortments, which 
coupled with disciplined inventory management, enabled us to reduce our promotional activity during the 2009 
holiday season. Additionally, disciplined expense management also contributed to the increase in operating 
income. For additional information related to our 2009 financial performance, see “Results of Operations—2009 
Compared to 2008.” 


During 2009, we focused on the conservative management of fundamentals including: 


¢ Inventory levels—we ended 2009 down 12% and 17% as compared to 2008 and 2007, respectively, and our 
inventory per selling square foot ended 2009 down 9% and 16% compared to 2008 and 2007, respectively; 


20 


Operating expenses—we benefited in 2009 from actions to reduce our expense base including reducing our 
home office headcount by approximately 10% during the second quarter of 2007 and an additional 10% 
during the fourth quarter of 2008; 


Capital expenditures—we reduced our capital expenditures from $479 million in 2008 to $202 million in 
2009. 


Cash and liquidity—we generated cash flow from operations of $1.174 billion in 2009 and ended 2009 with 
$1.804 billion in cash. In addition, we had multiple changes within our capital structure in 2009: 


¢ In February 2009, we amended our $1 billion unsecured revolving credit facility expiring in August 
2012 (“5-Year Facility”) and our variable rate term loan (“Term Loan”) which included changes to both 
the fixed charge coverage and leverage covenants providing additional flexibility. We also cancelled our 
$300 million, 364-day unsecured revolving credit facility (“364-Day Facility”) after determining it was 
no longer required. Subsequent to 2009, we further amended our revolving credit facility, reducing it 
from $1 billion to $927 million and altering the terms to provide additional flexibility; 


¢ In June 2009, we issued $500 million of notes due in June 2019. We used the proceeds as well as cash 
on hand to retire $658 million of our debt obligations with maturities in 2012. Subsequent to 2009, we 
prepaid the remaining $200 million of our Term Loan due in 2012. 


Despite the challenging environment during 2009, we accomplished the following in terms of the execution of 
our business strategy: 


The improvement in gross profit and operating income despite the decrease in net sales. Further, in the 
fourth quarter, our operating income rate increased significantly driven by a significant improvement in our 
gross profit rate; 


The expansion of Bath & Body Works stores into Canada; 
The introduction of Victoria’s Secret Pink stores into Canada; 


The closure of the La Senza Girl business, which was not aligned with our overall strategic focus on 
lingerie, personal care and beauty; 


The expansion of Henri Bendel accessory stores in the United States; and 


The implementation of our new supply chain systems at Victoria’s Secret Stores. 


2010 Outlook 


The global retail sector and our business continue to face a very uncertain environment and, as a result, we have 
taken a conservative stance in terms of the financial management of our business. We will continue to manage 
our business carefully and we will focus on the execution of the retail fundamentals. 


At the same time, we are aggressively focusing on bringing compelling merchandise assortments, marketing and 
store experiences to our customers. We will look for, and capitalize on, those opportunities available to us in this 
challenging environment. We believe that our brands, which lead their categories and offer high emotional 
content at accessible prices, are well positioned heading into 2010. 


Al 


Store Data 
The following table compares 2009 store data to the comparable periods for 2008 and 2007: 


% Change 
2009 2008 2007-2009 ~~—«-2008 

Sales Per Average Selling Square Foot 

Victoria’s Secret Stores (a) ........... $ 581 $ 620 $ 694 (6%) (11%) 

Bath & Body Works (a).............-. 587 594 655 (1%) (9%) 

La Senza (b) (c) (d) .............00-. 420 456 455 (8%) —% 
Sales per Average Store (in thousands) 

Victoria’s Secret Stores (a) ........... $3,356 $3,480 $3,678 (4%) (5%) 

Bath & Body Works (a) .............. 1,393 1,410 1,540 (1%) (8%) 

La Senza (b) (c) (d) ...... 0... 0000 eee 1,335 1,350 1,393 (1%) (3%) 
Average Store Size (selling square feet) 

Victoria’s Secret Stores (a) ........... 5,830 5,727 5,489 2% 4% 

Bath & Body Works (a).............-. 2,370 2,378 2,370 —% —% 

La Senza (c) (d) .... 2... eee eee 3,366 3,026 2,888 11% 5% 
Total Selling Square Feet (in thousands) 

Victoria’s Secret Stores (a) ........... 6,063 5,973 5,599 2% 1% 

Bath & Body Works (a).............. 3,856 3,895 3,773 1%) 3% 

La Senza (c) (d) .... 2.0.0... eee eee 869 974 901 (11%) 8% 


(a) Metric relates to company-owned stores in the United States. 

(b) Metric is presented in Canadian dollars to eliminate the impact of foreign currency fluctuations. 
(c) Metric excludes independently owned La Senza stores operated by licensees. 

(d) In 2009, we closed 53 La Senza Girl stores. 
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The following table compares 2009 store data to the comparable periods for 2008 and 2007: 


(a) 


(b) 
(c) 
(d) 


a a oS ee 

Victoria’s Secret (a) 

Beginning of Period .............. 0.0 cece eee eee 1,043 1,020 1,003 
Opened) «ics wees oanG dette wes bike ee A eee ee 13 41 35 
Closed. ois ystaa Maan dee ced Sine eh ee ee (16) (18) (18) 

End of Period 62-4 cincdad gobi doa banat dae dxeoiddae ets 1,040 1,043 = 1,020 

Bath & Body Works 

Beginning of Period ............ 0.0.0 cece eee eens 1,638 1,592 1,546 
Opened: wi 2c cake erie cee eee teen soe eee a pee yee 9 80 67 
Closed ii-iscisaed gd eed iki od bbb gba dea eden Sete (20) (34) (21) 

End:of Period). 3. 2s neva aes eek heehee ale op ae awa 1,627 1,638 =1,592 

La Senza (b) 

Beginning of Period «6.60. c ese hee ee eee eee eases 322 312 291 
Opened g.5csoa tae 3.4. Goe ous. 8 oe aedraed Mescahan den dalache ake aba 2 15 27 
Closéed.(¢): ..c5234 Yk Ga eo eeie te tan ees bel (66) (5) (6) 
PRCQUITEG, 5s, seseac dade bod geacececave alaneip lester actean acai Boater 1e.Gedbea aoaes 

End:of Periods acces. ccetaa, betes eeseed bee a ee eee 258 322 312 

Bath & Body Works Canada 

Beginning: of Period 6a: see soacacesyce g. acksalaiasdi cade a Sle gabe eed ae oes 6 — — 
Opened 2.0. cic cdac tote nietesdtedawe dade eit bbe 25 6 — 
CIOSCG it a dsacncsccta anh peice eecdth talauds sre stae auNee weahe eek 8 

End of Period 4.5. é.0:.0.0.¢4-sad aud GAs ER ee Eee oe a 31 6 — 

Henri Bendel 

Beginning Of Period 33h 56. otc ine 8 BH Sud aed ee a aay pee aka ee 5 2 2 
Opened) ise care oa Gs teeta e dt estes deco 6 3 — 
MCIOSEG se, 1 5c5 sas ace Gectetentvacestade ante aa landcenetans Runs) date-gled acces 

End Of Period. ¢.c23c40ds0000 si o4acbsetd bet ereweiay eaae ee 11 °) 2 

Apparel 

Beginning of Period ..... 00... . cece eee eee — — 918 
Opened: :i.2 cases cee eelke teen soe eee pee yee 
ClOS@0 eis istedy eich edna Hho ea bie Sew a Gola ad — — (49) 
Divested: (Gd)! 0: anit ahaa wee hee dink M4 oh ase eens ee — — (869) 

Bnd Of Period 2.4 gic fica eccasareceiacn Gale whe lad a ale dw Bheae ouaee a aces 


Number of stores excludes Victoria’s Secret Pink Canada store locations (4 in 2009 and 0 in 2008 and 
2007). 

Number of stores excludes independently owned La Senza stores operated by licensees. 

In 2009, we closed 53 La Senza Girl stores. 

We divested 75% of our ownership interests in Express and Limited Stores in July 2007 and August 2007, 
respectively. 
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Results of Operations—2009 Compared to 2008 
Operating Income 


The following table provides our segment operating income (loss) and operating income rates (expressed as a 
percentage of net sales) for 2009 in comparison to 2008: 


Operating Income Rate 


2009 2008 2009 2008 
(in millions) 
Victoria’s Secret (4) 2.0... cece eee ee $579 $405 10.9% 7.2% 
Bath & Body Works ...........0. 000: cece eee 358 215 15.0% 9.1% 
Other (b) (c) (d) (€) 2... ccc eens (69) (31) (7.3%) (2.9%) 
Total. 2s cui ie eta Sins wid ae sid Bene aren ae $868 $589 10.1% 6.5% 


(a) 2008 includes a $215 million impairment charge related to goodwill and other intangible assets for the La 
Senza business. For additional information, see Critical Accounting Policies and Estimates and Note 8 to the 
Consolidated Financial Statements included in Item 8. Financial Statements and Supplementary Data. 

(b) Includes Corporate, Mast, Henri Bendel and our international operations excluding La Senza. 

(c) 2009 includes a $9 million gain associated with the reversal of an accrued contractual liability. For 
additional information, see Note 9 to the Consolidated Financial Statements included in Item 8. Financial 
Statements and Supplementary Data. 

(d) 2008 includes a $109 million net gain on joint ventures. For additional information, see Note 4 and Note 9 
to the Consolidated Financial Statements included in Item 8. Financial Statements and Supplementary Data. 

(e) 2008 includes $23 million of expense related to restructuring activities. For additional information, see Note 
5 to the Consolidated Financial Statements included in Item 8. Financial Statements and Supplementary 
Data. 


For 2009, operating income increased $279 million to $868 million and the operating income rate increased to 
10.1% from 6.5%. The drivers of the operating income results are discussed in the following sections. 


Net Sales 


The following table provides net sales for 2009 in comparison to 2008: 


2009 2008 % Change 
(in millions) 


Victoria's Sécret:Stores:. é6.45.4 6) 5.5.0 baie Shed battin sede dn nd no Sead ee sh eed $3,496 $3,590 (3%) 
ea Senza. (a) <3. sauce aah peecne + Cea Gn een ae okt ee ae ate tad Haea need 423 491 (14%) 
Vaictoria:s Secret: Direct: isc dv Sees ¥ ooo eae be Gabo God bee a ees 1,388 1,523 (9%) 
Total V 1CtOnas(SCHEE cca ee: ies cand as deta anv ese Sak ee Sok Bee pete eG. ec natin wh oe 5,307 5,604 (5%) 
Bath & Body Works. 2.30. cc.40 cb. cded nd Sad ew SHE Eee eee ra ee aad ee 2,383 2,374 —%% 
| [011 ch 0) ame me ere Tr sr ree tr PrP Em 942 ~=«:1,065 (12%) 
Total Net Sales 2.0... ccc ee eee eee eee e eee een $8,632 $9,043 (5%) 


(a) La Senza includes an $11 million decrease in net sales from 2008 to 2009 related to currency fluctuations. 
(b) Other includes Corporate, Mast, Henri Bendel and our international operations excluding La Senza. 
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The following tables provide a reconciliation of net sales for 2008 to 2009: 


Victoria’s Bath & Body 
Secret Works Other Total 


(in millions) 


2008 Net Sales... 0.0... nee nts $5,604 $2,374 $1,065 $9,043 
Comparable Store Sales ....... 0.0... cece ee eee (217) (13) (4) (234) 
Sales Associated with New, Closed and 

Non-comparable Remodeled Stores, Net.................. 66 10 53 129 
Foreign Currency Translation ......... 0.0.0. c ee eee eee eee (11) — 6 (5) 
Direct:Channels:. 2 cc disi0ediste oe autkeekw ess taneset eee he (135) 12 — (123) 
Mast Third-party Sales and Other ..................002000- — — (178) (178) 

2009 Net Sales... 0.0.0... cette nent e eens $5,307 $2,383 $ 942 $8,632 


The following table compares 2009 comparable store sales to 2008: 


2009 2008 
Victoria’s Secret Stores 2.0... 0c n tenes (6%) (9%) 
ea SONZa fee ntsc ne pe ance ancnates bakes Pie ed toe a hidaeale aed eeed eee ey (8%) (3%) 
Total Victoria's: Secret) :...:s.6.esy.scag stone es ecplay suc erapace ee Roane a addenda rae (6%) (8%) 
Bath & Body Works :.ds)2 400000 vwede dee den Gdaweed Ha i aewe es (1%) (9%) 
Total Comparable Store Sales (a)... 0... ccc ee eee (4%) (9%) 


(a) Includes Bath & Body Works Canada and Henri Bendel. 


For 2009, our net sales decreased $411 million to $8.632 billion and comparable store sales decreased 4%. The 
decrease in our net sales was primarily driven by the following: 


Victoria’s Secret 


For 2009, net sales decreased $297 million to $5.307 billion and comparable store sales decreased 6%. The net 
sales result was primarily driven by: 


At Victoria’s Secret Stores, net sales decreased across many categories in the spring season primarily driven 
by a merchandise assortment that did not overcome the challenging economic environment. However, net 
sales improved across most categories in the holiday season primarily driven by an improved merchandise 
assortment and a reduction of promotional activity. 


At Victoria’s Secret Direct, net sales decreased 9% with decreases across most merchandise categories, 
most notably apparel, in the spring season. The declines were partially offset with a net sales increase across 
most categories in the holiday season, including intimate apparel and Pink, primarily driven by an improved 
merchandise assortment and a reduction of promotional activity. 


At La Senza, net sales decreased due to a merchandise assortment that did not overcome the challenging 
economic environment, declines in the La Senza Girl business and unfavorable currency translation 
adjustments. 


The decrease in comparable store sales was primarily driven by lower average dollar sales partially offset by an 
increase in total transactions. 


Bath & Body Works 


For 2009, net sales increased $9 million to $2.383 billion and comparable store sales decreased 1%. From a 
merchandise category perspective, net sales were driven by the Signature Collection, antibacterial and home 
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fragrance categories partially offset by discontinued product lines and our performance brands. The decrease in 
comparable store sales was primarily driven by a decrease in total transactions partially offset by higher average 
dollar sales. 


Other 


For 2009, net sales decreased $123 million to $942 million related to a decline in third-party sales at Mast 
partially offset by net sales primarily related to the introduction of Bath & Body Works and Victoria’s Secret 
Pink into Canada. 


Gross Profit 


For 2009, our gross profit increased $22 million to $3.028 billion and our gross profit rate (expressed as a 
percentage of net sales) increased to 35.1% from 33.2% primarily driven by the following: 


Victoria’s Secret 
For 2009, gross profit decreased primarily driven by: 


e At Victoria’s Secret Stores, gross profit decreased driven by lower merchandise margin dollars as a result of 
the decline in net sales and increased promotional activity during the spring season. The decrease in the 
spring season was partially offset by higher merchandise margin dollars as a result of an increase in net sales 
and reduced promotional activity during the holiday season; 


e At La Senza, gross profit decreased driven by a decrease in merchandise margin dollars primarily due to the 
decline in net sales and unfavorable currency fluctuations; 


e At Victoria’s Secret Direct, gross profit decreased driven by lower merchandise margin dollars as a result of 
the decline in net sales and increased promotional activity during the spring season. The decrease in the 
spring season was partially offset by higher merchandise margin dollars as a result of an increase in net sales 
and reduced promotional activity during the holiday season. Gross profit also benefited from a decrease in 
buying and occupancy expenses primarily as a result of improved efficiencies related to the new distribution 
center. 


The gross profit rate was relatively flat for 2009. 


Bath & Body Works 
For 2009, gross profit increased primarily driven by higher merchandise margin dollars due to an increase in 


sales of higher margin products and a reduction in buying and occupancy expenses. 


The increase in the gross profit rate was driven by increases in the merchandise margin and decreases in buying 
and occupancy rates due to the factors cited above. 


Other 


For 2009, gross profit increased primarily driven by the introduction of Bath & Body Works and Victoria’s 
Secret Pink into Canada and the gross profit rate increased as a result of a decline in lower margin Mast third- 
party sales. 


General, Administrative and Store Operating Expenses 


For 2009, our general, administrative and store operating expenses decreased $145 million to $2.166 billion 
primarily driven by: 


* expense reductions across all segments in categories such as home office and marketing in conjunction with 
our enterprise cost initiatives; 


26 


¢ lower store selling expenses due to a reduction in sales; 


Partially offset by: 


* an increase in incentive compensation due to improved performance, particularly in the Fall season. 


The general, administrative and store operating expense rate decreased to 25.1% from 25.6% primarily driven by 
the factors cited above. 


Impairment of Goodwill and Other Intangible Assets 


In the fourth quarter of 2009, we recognized charges totaling $3 million related to the impairment of the La 
Senza Girl trade name and other minor trade names. This impairment charge is included in Impairment of 
Goodwill and Other Intangible Assets on the 2009 Consolidated Statement of Income. For additional 
information, see Critical Accounting Policies and Estimates and Note 8 to the Consolidated Financial Statements 
included in Item 8. Financial Statements and Supplemental Data. 


In the fourth quarter of 2008, we recognized charges totaling $215 million related to the impairment of goodwill 
and trade name assets associated with our La Senza business. The impairment charges were based on our 
evaluation of the estimated fair value of the La Senza business and trade name assets as compared to their 
respective carrying values. Our evaluation concluded that as a result of the global economic downturn and the 
related negative impact on La Senza’s operating performance, the fair value of the La Senza business and trade 
name assets were below their carrying values as of the fourth quarter of 2008. This impairment charge is 
included in Impairment of Goodwill and Other Intangible Assets on the 2008 Consolidated Statement of Income. 
For additional information, see Critical Accounting Policies and Estimates and Note 8 to the Consolidated 
Financial Statements included in Item 8. Financial Statements and Supplemental Data. 


Net Gain on Joint Ventures 


In April 2008, we and our investment partner completed the divestiture of a personal care joint venture to a third 
party. We recognized a pre-tax gain of $128 million on the divestiture. The pre-tax gain is included in Net Gain 
on Joint Ventures on the 2008 Consolidated Statement of Income. 


In addition, we recorded a pre-tax charge of $19 million related to another joint venture. The charge consisted of 
writing down the investment balance, reserving certain accounts and notes receivable and accruing a contractual 
liability. The impairment of $19 million is also included in Net Gain on Joint Ventures on the 2008 Consolidated 
Statement of Income. In July 2009, we recognized a pre-tax gain of $9 million ($14 million net of related tax 
benefits) associated with the reversal of the accrued contractual liability as a result of the divestiture of the joint 
venture. The pre-tax gain is included in Net Gain on Joint Ventures on the 2009 Consolidated Statement of 
Income. 


Other Income and Expenses 


Interest Expense 


The following table provides the average daily borrowings and average borrowing rates for 2009 and 2008: 


2009 2008 
Average daily borrowings (in millions) ......... 00.0.0. cece eee eee eee ee $2,982 $2,909 
Average borrowing rate (in percentages) ...... 0.0.0.0... eee eee eee 6.7% 5.9% 


For 2009, our interest expense increased $56 million to $237 million. The increase was primarily driven by $10 
million of expense associated with the February 2009 amendments to our 5-Year Facility and Term Loan, $8 
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million of expense associated with terminating certain participating interest rate swap arrangements, increases in 
the average borrowings and average borrowing rates and an increase in fees related to our 5-Year Facility. 


Interest Income 


For 2009, our interest income decreased $16 million to $2 million. The decrease was driven by lower yields 
given the lower interest rate environment and our more conservative investment portfolio partially offset by the 
impact of higher average invested cash balances. 


Other Income (Loss) 


For 2009, our other income (loss) decreased $6 million to $17 million primarily due to a $71 million cash 
distribution from Express in 2008 which resulted in a pre-tax gain of $13 million, partially offset by higher 
income from our equity investment in both Express and Limited Stores in 2009. We divested 75% of our equity 
interests in Express and Limited Stores in July 2007 and August 2007, respectively, and retained the remaining 
25% interests as equity method investments. 


Provision for Income Taxes 


For 2009, our effective tax rate decreased to 31.1% from 51.5%. The decrease in the rate resulted primarily from 
the impact of the impairment of goodwill and other intangible assets at La Senza in 2008, which were not 
deductible for income tax purposes. In addition, the rate decreased due to the reversal of deferred tax liabilities 
on unremitted foreign earnings due to international restructuring and resolution of certain tax matters in 2009. 


Results of Operations—Fourth Quarter of 2009 Compared to Fourth Quarter of 2008 
Operating Income 


The following table provides our segment operating income (loss) and operating income rates (expressed as a 
percentage of net sales) for the fourth quarter of 2009 in comparison to the fourth quarter of 2008: 


Fourth Quarter Operating Income Rate 
2009 2008 2009 2008 
(in millions) 
Victoria’ s: Secret: (4). c3.00.205 Gas Sikes SSMS Sed RESO ES LRRD $312 $ (2) 17.3% (0.1%) 
Bath: & Body Works. :.es:3 sie ceded cree a ee BARS Goa ee ES 294 209 29.2% 21.0% 
Otter (HME) i deiwsac ee on son cnunynsdewa venue eeowe ak eennnsie’ (20) (54) (7.8%) (24.2%) 
MOUALA c.cae sg. Gdatia-enete ous @ ate agua edhe oe hgiaeeacind aseaatn sett oyaneremenes $586 $153 19.1% 5.1% 


(a) 2008 includes a $215 million impairment charge related to goodwill and other intangible assets for the La 
Senza business. For additional information, see Critical Accounting Policies and Estimates and Note 8 to the 
Consolidated Financial Statements included in Item 8. Financial Statements and Supplementary Data. 

(b) Includes Corporate, Mast, Henri Bendel and our international operations excluding La Senza. 

(c) 2008 includes $23 million of expense related to restructuring activities. For additional information, see Note 
5 to the Consolidated Financial Statements included in Item 8. Financial Statements and Supplementary 
Data. 


For the fourth quarter of 2009, operating income increased $433 million to $586 million and the operating 


income rate increased to 19.1% from 5.1%. The drivers of the operating income results are discussed in the 
following sections. 
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Net Sales 
The following table provides net sales for the fourth quarter of 2009 in comparison to the fourth quarter of 2008: 
2009 2008 % Change 


Fourth Quarter (in millions) 

Victoria’s Secret Stores 2.2.0... eee ene n eens $1,201 $1,185 1% 

La Senza. (a): $<...¢h-224-ibscdn db tedeche tee tee bee beads 4 deine ed 134 133 1% 

Victorias: Secret Dime ct) ssccce es, a3 ara ced dead dng sea do ac aews ranelond das Gtr ieteds dele aolonss dee be QERORS 463 449 3% 
Total Victonia’s Secret. ..<.2<s-sc-eaa's esta. he one Sk Se HEE a HOw eee 1,798 1,767 2% 

Bath & Body Works: .cs.¢4 s.cye setae wad weet eeene eh het eee eee ands a 1,008 998 1% 

Other (0): snk Siig a Geb eee SA ies ba een be aa ed 257 226 14% 
Total Net-Sales <susho-5 (244 5435.34.02 Boho dah eee ob ba we $3,063 $2,991 2% 


(a) La Senza includes a $19 million increase in net sales from 2008 to 2009 related to currency fluctuations. 
(b) Includes Corporate, Mast, Henri Bendel and our international operations excluding La Senza. 


The following table provides a reconciliation of net sales for the fourth quarter of 2008 to the fourth quarter of 
2009: 


Victoria’s Bath & Body 
Secret Works Other Total 


Hosni Quarter (in millions) 

2008 Net Sales 0.0.0.0... . ccc cee teen nen eneas $1,767 $ 998 $226 $2,991 
Comparable Store Sales. 4.0.02 ese ccdaed pane sas e ed boone eal (3) 17 (1) 13 
Sales Associated With New, Closed and Non-comparable 

Remodeled Stores, Net ......... 0... Z (11) 28 19 
Foreign Currency Translation ................ 0000000000000 19 — 5 24 
Direct: Channels ose. 225 ead oh eoteds eae ee eeawaed One ceed a 13 4 — 17 
Mast Third-party Sales and Other ........... 0.0.0.0. 0b eae — — (1) (1) 

2009 Net Salles? secsice sieges 6g 6 SRG ES OAS ae OR RRS RES ER $1,798 $1,008 $257 $3,063 


The following table compares fourth quarter of 2009 comparable store sales to fourth quarter of 2008: 


Fourth Quarter 2009 2008 
Victoria’ S$ Secret:Stores: sac. 6 5.5556 donee ses aoeae ene ayttueceus, See acd Rlaceiad Adak arb deales 0% (10%) 
Wha SON al ts hs See ache oats aid eters See Wiad haere loo G2 he eee (4%) (10%) 
Total Vict0ta’s: S€Cret accc.i ius Os eo eee ehh es aed ce eee 0% (10%) 
Bath:&¢ Body Works 03 3.o¢db+0eie tings ee thie hele het deeb ans 2% (11%) 
Total Comparable Store Sales (a)... 0.0.0... cee eee eee 1% (10%) 


(a) Includes Bath & Body Works Canada and Henri Bendel. 


For the fourth quarter of 2009, our net sales increased $72 million to $3.063 billion and comparable store sales 
increased 1%. The increase in our net sales was primarily driven by the following: 


Victoria’s Secret 


For the fourth quarter of 2009, net sales increased $31 million to $1.798 billion and comparable store sales were 
flat. The increase in net sales was primarily driven by: 


e At Victoria’s Secret Stores, net sales increased across most categories, including core lingerie, primarily 
driven by an improved merchandise assortment and a reduction of promotional activity, partially offset by a 
decrease in beauty; 
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e At Victoria’s Secret Direct, net sales increased 3% with increases across most categories, including intimate 
apparel, primarily driven by a merchandise assortment that incorporated newness, innovation and fashion, as 
well as a decrease in promotional activity; 


e AtLa Senza, net sales increased slightly due to favorable currency fluctuations mostly offset by declines in 
the La Senza Girl business and a merchandise assortment that did not overcome the challenging economic 
environment. 


Bath & Body Works 


For the fourth quarter of 2009, net sales increased $10 million to $1.008 billion and comparable store sales 
increased 2%. From a merchandise category perspective, net sales were driven by the Signature Collection, 
antibacterial and home fragrance categories offset by discontinued product lines and our performance brands. 
The increase in comparable store sales was primarily driven by higher average dollar sales partially offset by a 
decline in total transactions. 


Other 


For the fourth quarter of 2009, net sales increased $31 million to $257 million. The increase in net sales was 
primarily driven by the introduction of Bath & Body Works and Victoria’s Secret Pink into Canada. 


Gross Profit 


For the fourth quarter of 2009, our gross profit increased $225 million to $1.249 billion and our gross profit rate 
(expressed as a percentage of net sales) increased to 40.8% from 34.3% primarily driven by the following: 


Victoria’s Secret 
For the fourth quarter of 2009, gross profit increased primarily driven by: 


e At Victoria’s Secret Stores, gross profit increased driven by higher merchandise margin dollars as a result of 
decreased promotional activity coupled with an increase in net sales. Buying and occupancy expenses 
decreased slightly. 


e At Victoria’s Secret Direct, gross profit increased driven by higher merchandise margin dollars associated 
with decreased promotional activity and an increase in net sales. Additionally, buying and occupancy 
expenses decreased due to lower catalogue costs. 


Partially offset by: 


e At La Senza, gross profit decreased driven by an increase in buying and occupancy expense related to the 
closure of the La Senza Girl business, partially offset by an increase in merchandise margin dollars due 
primarily to favorable currency fluctuations. 


The increase in the gross profit rate was driven primarily by an increase in the merchandise margin rate and a 
decrease in the buying and occupancy expense rate due to the factors cited above. 


Bath & Body Works 


For the fourth quarter of 2009, gross profit increased primarily driven by higher merchandise margin dollars as a 
result of a decrease in promotional activity, our cost reduction efforts and an increase in net sales. In addition, 
buying and occupancy expenses decreased primarily due to store real estate activity that drove incremental 
expense in 2008. 
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The increase in the gross profit rate was driven by an increase in the merchandise margin rate and a decrease in 
the buying and occupancy rate due to the factors cited above. 


Other 


For the fourth quarter of 2009, gross profit increased primarily driven by the introduction of Bath & Body Works 
and Victoria’s Secret Pink into Canada and the gross profit rate increased as a result of the impact of our 
international business relative to the lower margin Mast third-party sales. 


General, Administrative and Store Operating Expenses 


For the fourth quarter of 2009, our general, administrative and store operating expenses increased $4 million to 
$660 million primarily driven by an increase in incentive compensation due to improved performance, partially 
offset by expense reductions across all our segments in home office in conjunction with our enterprise cost 
initiatives. In addition, the fourth quarter of 2008 included $23 million of restructuring charges. 


The general, administrative and store operating expense rate decreased to 21.5% from 21.9% due to leverage 
associated with the increase in net sales. 


Impairment of Goodwill and Other Intangible Assets 


In the fourth quarter of 2009, we recognized charges totaling $3 million related to the impairment of the La 
Senza Girl trade name and other minor trade names. This impairment charge is included in Impairment of 
Goodwill and Other Intangible Assets on the 2009 Consolidated Statement of Income. For additional 
information, see Critical Accounting Policies and Estimates and Note 8 to the Consolidated Financial Statements 
included in Item 8. Financial Statements and Supplemental Data. 


In the fourth quarter of 2008, we recognized charges totaling $215 million related to the impairment of goodwill 
and trade name assets associated with our La Senza business. The impairment charges were based on our 
evaluation of the estimated fair value of the La Senza business and trade name assets as compared to their 
respective carrying values. Our evaluation concluded that as a result of the global economic downturn and the 
related negative impact on La Senza’s operating performance, the fair value of the La Senza business and trade 
name assets were below their carrying values as of the fourth quarter of 2008. This impairment charge is 
included in Impairment of Goodwill and Other Intangible Assets on the 2008 Consolidated Statement of Income. 
For additional information, see Critical Accounting Policies and Estimates and Note 8 to the Consolidated 
Financial Statements included in Item 8. Financial Statements and Supplemental Data. 


Other Income and Expense 


Interest Expense 


The following table provides the average daily borrowings and average borrowing rates for the fourth quarter of 
2009 and 2008: 


Fourth Quarter 2009 2008 
Average daily borrowings (in millions) ............ 0.00 c ee eee eee $2,857 $2,900 
Average borrowing rate (in percentages) .................0 000000. 6.8% 5.9% 


For the fourth quarter of 2009, our interest expense increased $16 million to $61 million. The increase was 
primarily driven by $8 million of expense associated with terminating a portion of our participating interest rate 
swap arrangements as well as increases in average borrowing rates and fees related to our 5-Year Facility. 
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Interest Income 


For the fourth quarter of 2009, our interest income decreased $2 million to less than $1 million. The decrease was 
primarily driven by a decrease in average effective interest rates partially offset by an increase in the average 
invested cash balances. 


Other Income (Loss) 


For the fourth quarter of 2009, our other income increased $11 million to $11 million. The increase was primarily 
driven by higher income from our equity investment in both Express and Limited Stores in 2009. We divested 
75% of our equity interests in Express and Limited Stores in July 2007 and August 2007, respectively, and 
retained the remaining 25% interests as equity method investments. 


Provision for Income Taxes 


For the fourth quarter of 2009, our effective tax rate decreased to 33.6% from 85.4%. The decrease in the rate 
resulted primarily from the 2008 impairment of goodwill and other intangible assets at La Senza in 2008, which 
was not deductible for income tax purposes. In addition, the rate decreased due to the reversal of deferred tax 
liabilities on unremitted foreign earnings due to international restructuring in 2009. 


Results of Operations—2008 Compared to 2007 
Operating Income 


The following table provides our segment operating income (loss) and operating income rates (expressed as a 
percentage of net sales) for 2008 in comparison to 2007: 


Operating Income Rate 


2008 2007 2008 2007 
(in millions) 
Victoria's Secrét:(a)\(D)> ssc eeu cane ed eee eee eee ea ee $405 $ 718 7.2% 12.8% 
Bath & Body Works ........ 0.0. c cece teens 215 302 9.1% 12.1% 
Apparel (C)) gi4.03.sseoaeseoduges acbae eh mack os gabe ued ba iogeds —_ 250 NA 28.7% 
Other (d) (e)'G) (8) 222ci452 bs aad ele Bi ee ees (31) (160) (2.9%) (13.7%) 
WOtal. 22-4: deste dgasics Ste be Ses Seeds ee ec te Vedi’ $589 $1,110 6.5% 11.0% 


(a) 2008 includes a $215 million impairment charge related to goodwill and other intangible assets for the La 
Senza business. For additional information, see Critical Accounting Policies and Estimates and Note 8 to the 
Consolidated Financial Statements included in Item 8. Financial Statements and Supplementary Data. 

(b) 2007 includes $48 million related to initial recognition of income for unredeemed gift cards for Victoria’s 
Secret. 

(c) 2007 includes a $230 million net gain related to the divestiture of Express and Limited Stores. For 
additional information, see Note 4 to the Consolidated Financial Statements included in Item 8. Financial 
Statements and Supplementary Data. 

(d) Includes Corporate, Mast, Henri Bendel and our international operations excluding La Senza. 

(e) 2008 includes a $109 million net gain on joint ventures. For additional information, see Note 4 and Note 9 
to the Consolidated Financial Statements included in Item 8. Financial Statements and Supplementary Data. 

(f) 2008 includes $23 million of expense related to restructuring activities. For additional information, see Note 
5 to the Consolidated Financial Statements included in Item 8. Financial Statements and Supplementary 
Data. 

(g) 2007 includes restructuring and impairment charges totaling $53 million, which excludes both the $6 
million of noncontrolling interest income associated with the charges and $25 million in gains related to the 
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sale of assets. For additional information, see Note 5 to the Consolidated Financial Statements included in 
Item 8. Financial Statements and Supplementary Data. 
NA Not applicable 


For 2008, operating income decreased $521 million to $589 million and the operating income rate decreased to 
6.5% from 11.0%. The drivers of the operating income results are discussed in the following sections. 


Net Sales 


The following table provides net sales for 2008 in comparison to 2007: 


2008 2007 % Change 
(in millions) 
Victoria’s Sectet Stores: :,.. 2.54224 .5.4.6 se sos ebie Wae yh pon aoe eae ee wee eee $3,590 $ 3,720 (3%) 
Wea S Ona (A) tatacs-s Shvaeiee tots ote) a dinky a apd Fah eee aed wok ES hate de Pac oy 491 488 1% 
Vactora,s: Secret: Direct... 3.5 ic)s. sa giehahe o.golgeed arg ldieneaiey slur of ete nicatade- aedlieteagrace 4 woadhiacs 1,523 1,399 __ 9% 
Total Victoria's: Secretisni..% 3.0 dscns a ee be did aS wb Greed av eee Reg 5,604 5,607 —% 
Bathé& Body Works: 2:5 .2444,205N hes see ht aeed ada cake Ooh eRe Re See aes 2,374 2,494 (5%) 
EXpress:(D) s.¢ axed oe ob 06 YS adds Se ee Pah PED aee ys NA 659 NM 
Limited: StOLeS (DY. cece. earth dante 8 Shhnde os y aed dee edd kee ate aacs Hae eee NA 211 NM 
Total Apparel (B) 3:40.00 esos! jot fag Besse as ay, aceasta NA 870 NM 
OUMET (6), os dacarccteteauetyiete Att ata eae SA aay aceia kd ested, bed hay ots GA ced ete 1,065 1,163 (8%) 
Motal: Net Sales). secihacacecisis; deh Ghsdis a. gosueic obs idee edn aneraciics alba lecurccacsaangen gale vdedes $9,043 $10,134 1%) 


(a) La Senza includes a $19 million decrease in net sales from 2007 to 2008 related to currency fluctuations. 
(b) Express and Limited Stores were divested in July 2007 and August 2007, respectively. 

(c) Other includes Corporate, Mast, Henri Bendel and our international operations excluding La Senza. 

NA Not applicable 

NM Not meaningful 


The following tables provide a reconciliation of net sales for 2007 to 2008: 


Victoria’s Bath & 
Secret Body Works Apparel Other Total 


(in millions) 


2007 Net Sales ......... 0.0.0 ccc cece eee ene $5,607 $2,494 $870 $1,163 $10,134 
Comparable Store Sales ............ 00.0. e ee ee eee (289) (212) — — (501) 
Sales Associated with New, Closed, Divested and 

Non-comparable Remodeled Stores, Net ......... 181 73 (870) 14 (602) 
Foreign Currency Translation .................00. (19) — — — (19) 
Direct Channels ............ 00.000 124 19 — — 143 
Mast Third-party Sales and Other ................. — — — (112) (112) 


2008 Net Sales: ig.ssec.30 a8. sui sede eeaae gare ary Se + dh $5,604 $2,374 $ — $1,065 $ 9,043 
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The following table compares 2008 comparable store sales to 2007: 


(a) 


(b) 
NA 


2008 2007 
VIClOrIA S:SECKED SIONS: ooaieeaee bance See besee eed edoedaeadt wedee eweks (9%) (2%) 
Lia S@NZa 3 os ho Sea eee eee eh oe id Serie ead ee eh GB %) 6% 
Total Victoria's S@cret 00:3. 024 was oat CA eee Se dake ee as (8%) (2%) 
Bath: &. Body: Works: scence ing areeiace yocae-3-dposlana-aas laudeacgegyatan a peeiatetens uae caehare. ay (9%) (4%) 
EXpress (4). scdinsadvdwcewnt ee tiadoiebivaeétbeabdayeeebasew aed NA 6% 
MeamMte SCOPES CA) es cs.2s welsisca site detec Rigad ang heee advance Se bueclores, eae dace Rat ats aS Roa ats NA A% 
Total Apparel (a) oi..sceieassa dota ee etia teens bes ed Rardtieahels NA 5% 
Total Comparable Store Sales (b) 2.2.0... eee eee eee ee _ 9%) (2%) 


Reflects comparable store sales prior to the divestitures of Express and Limited Stores in July 2007 and 
August 2007, respectively. 

Includes Henri Bendel. 

Not applicable 


For 2008, our net sales decreased 11% to $9.043 billion and comparable store sales decreased 9%. The decrease 
in our net sales was primarily driven by the following: 


Victoria’s Secret 


For 2008, net sales remained relatively flat at $5.604 billion and comparable store sales decreased 8%. The net 
sales result was primarily driven by: 


At Victoria’s Secret Direct, net sales increased 9% driven by improved performance in certain categories 
including swimwear and dresses and the impact of the 2007 operational issues at the new distribution center; 


At La Senza, net sales increased slightly due to increased net sales to international licensees and new store 
growth mostly offset by unfavorable currency fluctuations; 


Partially offset by: 


At Victoria’s Secret Stores, net sales decreased across many categories primarily driven by a merchandise 
assortment that did not overcome the challenging economic environment and initial recognition of gift card 
breakage of $48 million in 2007. The declines were partially offset by growth related to new and expanded 
stores and an increase in Pink. 


The decrease in comparable store sales was primarily driven by declines in store traffic and transactions in 
addition to decreased units per sales transaction. 


Bath & Body Works 


For 2008, net sales decreased 5% to $2.374 billion and comparable store sales decreased 9%. Net sales decreased 
driven by weak store traffic and the challenging economic environment. From a category perspective, declines in 
Signature Collection were offset partially by increases in the Aromatherapy, True Blue Spa and home fragrance 
categories. The decrease in comparable store sales was primarily driven by declines in store traffic and lower 
average unit retail prices offset partially by an increase in merchandise units per transaction. 
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Apparel and Other 


For 2008, Apparel net sales decreased $870 million as a result of the 2007 divestitures of 75% of our equity 
interests in Express and Limited Stores. In addition, Other net sales decreased $98 million to $1.065 billion 
primarily driven by a decrease in Mast sales as well as the personal care joint venture that was sold in the first 
quarter of 2008. 


Gross Profit 


For 2008, our gross profit decreased 14% to $3.006 billion and our gross profit rate (expressed as a percentage of 
net sales) decreased to 33.2% from 34.6% primarily driven by the following: 


Victoria’s Secret 


For 2008, gross profit decreased primarily driven by the decrease at Victoria’s Secret Stores in net sales and the 
related decrease in merchandise margin dollars combined with increased buying and occupancy expenses related 
to our new and remodeled stores. 


Victoria’s Secret Direct’s gross profit remained relatively flat as the impact of the 9% increase in net sales was 
offset by the impact of increased promotional activity to clear inventory and an increase in catalogue circulation. 


The gross profit rate decreased driven primarily by an increase in the buying and occupancy expense rate as cited 
above. 


Bath & Body Works 


For 2008, gross profit decreased primarily driven by lower net sales and a related decrease in merchandise 
margin dollars combined with an increase in buying and occupancy expenses associated with store real estate 
activity. 


The gross profit rate decreased driven primarily by an increase in the buying and occupancy expense rate due to 
the factors cited above. 


Apparel and Other 


For 2008, gross profit decreased $250 million as a result of the divestitures of 75% equity interest in Express and 
Limited Stores in 2007. 


General, Administrative and Store Operating Expenses 


For 2008, our general, administrative and store operating expenses decreased 12% to $2.311 billion primarily 
driven by: 


e the Apparel divestitures in the second quarter of 2007; 
e the elimination of costs related to the technology joint venture that was closed in December 2007; 
¢ the elimination of costs related to the personal care joint venture that was sold in the first quarter of 2008; and 
* expense reductions across all segments, primarily in home office costs. 
Partially offset by: 


* gains of $25 million related to the sale of assets in 2007. 
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The general, administrative and store operating expense rate decreased to 25.6% from 25.8% primarily driven by 
the factors cited above. 


Impairment of Goodwill and Other Intangible Assets 


In the fourth quarter of 2008, we recognized charges totaling $215 million related to the impairment of goodwill 
and trade name assets associated with our La Senza business. The impairment charges were based on our 
evaluation of the estimated fair value of the La Senza business and trade name assets as compared to their 
respective carrying values. Our evaluation concluded that as a result of the global economic downturn and the 
related negative impact on La Senza’s operating performance, the fair value of the La Senza business and trade 
name assets were below their carrying values as of the fourth quarter of 2008. This impairment charge is 
included in Impairment of Goodwill and Other Intangible Assets on the 2008 Consolidated Statement of Income. 
For additional information, see Critical Accounting Policies and Estimates and Note 8 to the Consolidated 
Financial Statements included in Item 8. Financial Statements and Supplemental Data. 


Net Gain on Joint Ventures 


In April 2008, we and our investment partner completed the divestiture of a personal care joint venture to a third 
party. We recognized a pre-tax gain of $128 million on the divestiture. The pre-tax gain is included in Net Gain 
on Joint Ventures on the 2008 Consolidated Statement of Income. In addition, we recorded a $19 million 
impairment charge related to another joint venture. The charge consisted of writing down the investment balance, 
reserving certain accounts and notes receivable and accruing a contractual liability. The impairment of $19 
million is also included in Net Gain on Joint Ventures on the 2008 Consolidated Statement of Income. 


Apparel Divestitures 


On July 6, 2007, we finalized the divestiture of a 75% ownership interest in our Express brand to affiliates of 
Golden Gate Capital for pre-tax net cash proceeds of $547 million. The transaction resulted in a pre-tax gain on 
divestiture of $302 million. 


On August 3, 2007, we divested a 75% ownership interest of our Limited Stores business to affiliates of Sun 
Capital Partners. As part of the transaction, Sun Capital contributed $50 million of equity capital into the 
business and arranged for a $75 million credit facility. We received no cash proceeds from the transaction and 
recorded a pre-tax loss of $72 million on the transaction. 


Other Income and Expenses 


Interest Expense 


The following table provides the average daily borrowings and average borrowing rates for 2008 and 2007: 


2008 2007 
Average daily borrowings (in millions) .......... 00.0000 e eee ee aes $2,909 $2,408 
Average borrowing rate (in percentages) .................0.000000. 5.9% 6.2% 


For 2008, interest expense increased $32 million to $181 million. The increase was primarily driven by an 
increase in average borrowings and an increase in fees related to our credit facilities partially offset by a decrease 
in the average borrowing rate. 


Interest Income 


For 2008, our interest income remained flat at $18 million as the impact of higher average invested cash balances 
was offset by a decrease in average effective interest rates. 
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Other Income (Loss) 


For 2008, other income (loss) decreased $105 million to $23 million due to a 2007 gain of $100 million related to 
a distribution from Easton Town Center, LLC and net gains of $17 million from the settlement of interest rate 
lock agreements in 2007. The other income decrease was partially offset by a $71 million cash distribution from 
Express which resulted in a pre-tax gain of $13 million in 2008. 


Provision for Income Taxes 


For 2008, our effective tax rate increased to 51.5% from 36.4%. The increase in the rate resulted primarily from 
the 2008 impairment of goodwill and other intangible assets at La Senza, which was not deductible for income 
tax purposes. 


Noncontrolling Interest 


For 2008, noncontrolling interest decreased $18 million to $4 million. Noncontrolling interest represents the 
proportional share of net income or losses of consolidated, less than wholly owned subsidiaries attributable to the 
noncontrolling interest investor. The decrease is a result of the divestiture of a personal care joint venture in first 
quarter of 2008 and the closure of a technology joint venture in December 2007. 


Results of Operations—Fourth Quarter of 2008 Compared to Fourth Quarter of 2007 
Operating Income 


The following table provides our segment operating income (loss) and operating income rates (expressed as a 
percentage of net sales) for the fourth quarter of 2008 in comparison to the fourth quarter of 2007: 


Fourth Quarter Operating Income Rate 


2008 2007 2008 2007 
(in millions) 
Victoria’s Secret (a) (b) 2... eee $ (2) $358 (0.1%) 18.9% 
Bath & Body Works ........... 00. c cece ete eens 209 296 21.0% 27.3% 
OTHER (C) CA) fair. dis decacetace dlacs-nles Secacauny ws ce quarng acquire 9 wc iend deo (54) (33) (24.2%) (10.5%) 


Total 2..22224%-aestdadcdbneeie pene de seid tek eee $153 $621 5.1% 19.0% 


(a) 2008 includes a $215 million impairment charge related to goodwill and other intangible assets for the La 
Senza business. For additional information, see Critical Accounting Policies and Estimates and Note 8 to the 
Consolidated Financial Statements included in Item 8. Financial Statements and Supplementary Data. 

(b) 2007 includes $48 million related to initial recognition of income for unredeemed gift cards for Victoria’s 
Secret. 

(c) Includes Corporate, Mast, Henri Bendel and our international operations excluding La Senza. 

(d) 2008 includes $23 million in restructuring charges. For additional information, see Note 5 to the 
Consolidated Financial Statements included in Item 8. Financial Statements and Supplementary Data. 


For the fourth quarter of 2008, operating income decreased $468 million to $153 million and the operating 


income rate decreased to 5.1% from 19.0%. The drivers of the operating income results are discussed in the 
following sections. 
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Net Sales 


The following table provides net sales for the fourth quarter of 2008 in comparison to the fourth quarter of 2007: 


2008 2007 % Change 


Fourth Quarter (in millions) 

Victoria's: Sectet StOreS: scene. cc stiee wwe eeeabae sade ot HG eae eeu dae eRaneees $1,185 $1,294 (8%) 

La-Senza (a). e<.si ei dadevgad i dheeees Seavey ued bia da cia cdwis b Pedd Gees 133 166 (20%) 

Victoria’ Ss: Secret DiC x. dere esata one caw ate, ok mad Bag epee poeeietm wae eer aaa des 449 433 _ 4% 
Total ‘Victoria’ S S6cret) a. 5.65 ssax 4 wtpa.ectee ae essa aceielend a ha, Bay Sanaa a Gudddees 1,767 ~—-1,893 (7%) 

Bath: & Body. W.OrkKS. os gicdtee de. doaeia ane ob aad deed dee dae ede a dees ee ha eats 998 1,080 (8%) 

OTST) es ca Pceenmaes Rete Ste eceahas o Gratinaseaantte asus inees aessidaeaetlacaeeecaensPaaateninoes 226 303 (25%) 
Total Net: Sales: <3.340sscigedds & S028 bd ee detew teachin bored eewcdr hn ede hes adanew es $2,991 $3,276 (9%) 


(a) La Senza includes a $31 million decrease in net sales from 2007 to 2008 related to currency fluctuations. 
(b) Other includes Corporate, Mast, Henri Bendel and our international operations excluding La Senza. 


The following table provides a reconciliation of net sales for the fourth quarter of 2007 to the fourth quarter of 
2008: 


Victoria’s Bath & 
Secret Body Works Other Total 


Hosmthvanter (in millions) 

2007 Net Sales 20.0... 0... $1,893 $1,080 $303 $3,276 
Comparable Store Sales... 0.0... eect eee eee (128) (107) (2) (237) 
Sales Associated With New, Closed, Divested and 

Non-comparable Remodeled Stores, Net ................... 17 18 11 46 
Foreign Currency Translation ....... 0.0.0.0: e cece eee eee (31) a — (31) 
Direct: Channels: 2:3 3.22.0 d0c0402 0ed3¢5240-40sad ed tobae ee oe 16 7 — 23 
Mast Third-party Sales and Other ........... 00.00.00. ee eee — — (86) (86) 

2008 Net:Sales: . 2536.80 eb es Ft db ee GE eee es ees $1,767 $ 998 $226 $2,991 


The following table compares fourth quarter of 2008 comparable store sales to fourth quarter of 2007: 


Fourth Quarter 2008 2007 
VICtOFIA S-SECHEESIONES: sn coedeateas eated eedie abet eed dt aed eee ee eed (10%) (8%) 
La S@N2a. o3.0 eid ndsi dented oe Saw eh es heed de Red neea ys edd (10%) 6% 
Total Victoria's Secret. c.4:33.04.03428 3 aole ened nade lee thats (10%) (8%) 
Bath :& Body? Works esees seve iieslepseiene gotvacs d gshnce duster aialay at ana dugh Meade gosvaencerpoarecess (11%) (8%) 
Total Comparable Store Sales (a)... 0.0... . cc eee eee (10%) (8%) 


(a) Includes Henri Bendel. 
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For the fourth quarter of 2008, our net sales decreased 9% to $2.991 billion and comparable store sales decreased 
10%. The decrease in our net sales was primarily driven by the following: 


Victoria’s Secret 


For the fourth quarter of 2008, net sales decreased 7% to $1.767 billion and comparable store sales decreased 
10%. The decrease in net sales was primarily driven by: 


e At Victoria’s Secret Stores, net sales decreased across most categories primarily driven by a merchandise 
assortment that did not overcome the challenging economic environment and the initial recognition of gift 
card breakage of $48 million in 2007. The declines were partially offset by growth related to new and 
expanded stores as well as an increase in Pink; 


e AtlLa Senza, net sales decreased due to unfavorable currency fluctuations and a merchandise assortment 
that did not overcome the challenging economic environment; 
Partially offset by: 


e At Victoria’s Secret Direct, although sales were below our expectations due to the challenging economic 
environment, net sales increased 4% as we anniversaried the 2007 operational issues at the new distribution 
center which negatively impacted net sales in 2007. 


The decrease in comparable store sales was primarily driven by declines in store traffic and lower average unit 
retail prices offset partially by an increase in merchandise units per transaction. 


Bath & Body Works 


For the fourth quarter of 2008, net sales decreased 8% to $998 million and comparable store sales decreased 
11%. Net sales decreased across most merchandise categories as a result of the challenging economic 
environment. The decrease in comparable store sales was primarily driven by lower average unit retail prices and 
declines in store traffic. 


Other 


For the fourth quarter of 2008, net sales decreased 25% to $226 million. The decrease in net sales was primarily 
driven by a decrease in Mast sales as well as the personal care joint venture that was sold in the first quarter of 
2008. 


Gross Profit 


For the fourth quarter of 2008, our gross profit decreased 21% to $1.024 billion and our gross profit rate 
(expressed as a percentage of net sales) decreased to 34.3% from 39.6% primarily driven by the following: 


Victoria’s Secret 
For the fourth quarter of 2008, gross profit decreased primarily driven by: 


e At Victoria’s Secret Stores, gross profit decreased significantly driven by lower merchandise margin dollars 
as a result of the decline in net sales, including the impact of the initial recognition of gift card breakage in 
2007, and increased promotional activity to drive sales and clear inventory. In addition, buying and 
occupancy expenses increased as a result of investments in our new and remodeled stores. 


e At Victoria’s Secret Direct, gross profit decreased as a result of a decline in merchandise margin dollars 
associated with increased promotional activity. Additionally, buying and occupancy expenses increased due 
to higher catalogue circulation; 
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¢ AtLa Senza, gross profit decreased driven by a decrease in merchandise margin dollars due to unfavorable 
currency fluctuations and a comparable store sales decrease of 10%. 


The decrease in the gross profit rate was driven primarily by a decrease in the merchandise margin rate and an 
increase in the buying and occupancy expense rate due to the factors cited above. 


Bath & Body Works 


For the fourth quarter of 2008, gross profit decreased primarily driven by lower merchandise margin dollars as a 
result of a decline in net sales and an increase in promotional activity to drive sales and clear inventory. In 
addition, buying and occupancy expenses increased as a result of our store real estate activity. 


The decrease in the gross profit rate was driven by a decrease in the merchandise margin rate and an increase in 
the buying and occupancy rate due to the factors cited above. 


General, Administrative and Store Operating Expenses 
For the fourth quarter of 2008, our general, administrative and store operating expenses decreased 3% to $656 
million primarily driven by: 

e the elimination of costs related to the technology joint venture that was closed in December 2007; and 


e the elimination of costs related to the personal care joint venture that was sold in the first quarter of 2008. 


Partially offset by: 


* arestructuring charge of $23 million consisting of severance and related costs in the fourth quarter of 2008. 


The general, administrative and store operating expense rate increased to 21.9% from 20.6% primarily driven by 
the overall decline in sales during the fourth quarter of 2008. 


Impairment of Goodwill and Other Intangible Assets 


In the fourth quarter of 2008, we recognized charges totaling $215 million related to the impairment of goodwill 
and trade name assets associated with our La Senza business. The impairment charges were based on our 
evaluation of the estimated fair value of the La Senza business and trade name assets as compared to their 
respective carrying values. Our evaluation concluded that as a result of the global economic downturn and the 
related negative impact on La Senza’s operating performance, the fair value of the La Senza business and trade 
name assets were below their carrying values as of the fourth quarter of 2008. This impairment charge is 
included in Impairment of Goodwill and Other Intangible Assets on the 2008 Consolidated Statement of Income. 
For additional information, see Critical Accounting Policies and Estimates and Note 8 to the Consolidated 
Financial Statements included in Item 8. Financial Statements and Supplemental Data. 


Other Income and Expense 


Interest Expense 


The following table provides the average daily borrowings and average borrowing rates for the fourth quarter of 
2008 and 2007: 


Fourth Quarter 2008 2007 
Average daily borrowings (in millions) ............ 0.00. e eee eae $2,900 $2,943 
Average borrowing rate (in percentages) ...................000000. 5.9% 6.3% 


For the fourth quarter of 2008, our interest expense decreased $1 million to $45 million. The decrease was 
primarily driven by a decrease in average borrowings and average borrowing rates offset partially by an increase 
in fees related to our credit facilities. 


Interest Income 


For the fourth quarter of 2008, our interest income decreased $4 million to $2 million. The decrease was 
primarily driven by a decrease in average effective interest rates which was the result of a general decline in 
interest rates and a change in our investment portfolio which shifted to U.S. government-backed securities. 


Other Income (Loss) 


For the fourth quarter of 2008, our other income decreased $10 million to $0. The decrease was primarily driven 
by lower income from our equity investment in Express. We divested 75% of our equity interest in Express in 
July 2007 and retained the remaining 25% as an equity method investment. 


Provision for Income Taxes 


For the fourth quarter of 2008, our effective tax rate increased to 85.4% from 34.2%. The increase in the rate 
resulted primarily from the impairment of goodwill and other intangible assets at La Senza, which was not 
deductible for income tax purposes. 


FINANCIAL CONDITION 
Liquidity and Capital Resources 


Liquidity, or access to cash, is an important factor in determining our financial stability. We are committed to 
maintaining adequate liquidity. Cash generated from our operating activities provides the primary resources to 
support current operations, growth initiatives, seasonal funding requirements and capital expenditures. Our cash 
provided from operations is impacted by our net income and working capital changes. Our net income is 
impacted by, among other things, sales volume, seasonal sales patterns, success of new product introductions and 
profit margins. Historically, sales are higher during the fourth quarter of the fiscal year due to seasonal and 
holiday-related sales patterns. Generally, our need for working capital peaks during the fall months as inventory 
builds in anticipation of the holiday period. 
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The following table provides our outstanding debt as of January 30, 2010 and January 31, 2009: 


January 30, January 31, 
2010 2009 


(in millions) 
Senior Secured Debt 


Term Loan due August 2012. Variable Interest Rate of 4.28% as of January 30,2010 .. $ 200 $ 750 
5.30% Mortgage:due Ausust 2010 ici ccc ccc oiled pe Gee gene ao ees 2 2 
Total Senior Sectitéd Debt: 2a..55..4e¢edeedeawedte dbasteeeddddee seu aeees $ 202 $ 752 


Senior Unsecured Debt with Subsidiary Guarantee 
$500 million, 8.50% Fixed Interest Rate Notes due June 2019, Less Unamortized 
MDISCOUNE gp. 5. dec dice “sca vdeatencs andtty asa Corie ta taba dy SeorleDaoD Gestauecdsasdue nasa eduseoddes acb.aes em eauseulacacs $ 485 $ — 
Senior Unsecured Debt 
$700 million, 6.90% Fixed Interest Rate Notes due July 2017, Less Unamortized 


DDISCOUIE «gy ss.c 2 ded Wack oa ar eld Bete aroh ALES oS teens alrsnd Ste dee tee Ge dg dln er ieed $ 699 $ 698 
$500 million, 5.25% Fixed Interest Rate Notes due November 2014, Less Unamortized 

DDISCOUNE, 2. ede Scie dds dw cede dow bse dea Die: eG eye ete deere tad eh beled Qdvbeae dg Sea eae so 499 499 
$350 million, 6.95% Fixed Interest Rate Debentures due March 2033, Less 

Unamortized Discount’ ss seh ose ere wea aie eed eS eel eee eee bd dele 350 350 
$300 million, 7.60% Fixed Interest Rate Notes due July 2037, Less Unamortized 

IDISCOWNE) 3-634 ede dpecs-ahtebb aad eed ee ge lads on a deh Bea Degree dy Sead eed whew 299 299 
6.125% Fixed Interest Rate Notes due December 2012, Less Unamortized Discount ... 191 299 
Total: Senior Unsecured Debt: nc ssis deceescasikeiece te sii ob odes nee aw Pe Be $2,038 $2,145 
TOtal? 2..-5bd0-hee ga anwd-te eo oaede bbe dd bee dates be baa bead OG e ce $2,725 $2,897 
Issuance of 2019 Notes 


In June 2009, we issued $500 million of 8.50% notes due in June 2019 (2019 Notes”) through an institutional 
private placement offering. The 2019 Notes are jointly and severally guaranteed on a full and unconditional basis 
by certain of our wholly-owned subsidiaries (the “guarantors”). The net proceeds from the issuance were $473 
million, which included an issuance discount of $16 million and transaction costs of $11 million. 


We used the proceeds from the 2019 Notes to repurchase $108 million of our 2012 notes and to prepay $392 
million of the Term Loan. 


On November 10, 2009, we and the guarantors filed a registration statement with the SEC to register new notes 
with materially identical terms to the 2019 Notes. On December 15, 2009, we and the guarantors filed an 
amended registration statement to offer a public exchange of these notes. On January 29, 2010, the exchange 
offer expired with 100% of bondholders exchanging the 2019 Notes. 


Repurchase of 2012 Notes 


In June 2009, we repurchased $5 million of our $300 million notes due in December 2012 through open market 
transactions. In July 2009, we launched a tender offer for the remaining portion of the 2012 notes. In August 
2009, we repurchased an additional $103 million of the 2012 notes through the tender offer for $101 million. 
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Credit Facility and Term Loan 
2009 Activity 
The following table details the prepayment activity in 2009 related to our Term Loan: 


2009 
(in millions) 
Balance as of January 31,2009 ....... 0.0... cece ene $ 750 
July 2009 Prepayment «2.6.0 scvas ae een ga Sh bert es Pees Bee ele eo RSE (125) 
August:2009 Prepayment <3.50.52334. chi hobiokedwieends oebedee des (200) 
September 2009 Prepayment ........... 0.0... cece eee eee (67) 
December 2009 Prepayment ......... 20.0.0... cee ee eens (158) 
Balance as of January 30,2010 ©... . cee eee eens $ 200 


On February 19, 2009, we amended our 5-Year Facility and Term Loan and we canceled a 364-Day Facility after 
determining it was no longer required. The amendment to the 5-Year Facility and the Term Loan included 
changes to both the fixed charge coverage and leverage covenants which provided additional flexibility. Under 
the amended covenants, we are required to maintain the fixed charge coverage ratio at 1.60 or above through 
fiscal year 2010 and 1.75 or above thereafter. The leverage ratio, which is debt compared to EBITDA, as those 
terms are defined in the agreement, must not exceed 5.0 through the third quarter of fiscal year 2010, 4.5 from 
the fourth quarter of fiscal year 2010 through the third quarter of fiscal year 2011 and 4.0 thereafter. The 
amendment also increased the interest costs and fees associated with the 5-Year Facility and the Term Loan, 
provided for certain security interests as defined in the agreement and limited dividends, share repurchases and 
other restricted payments as defined in the agreement to $220 million per year with certain potential increases as 
defined in the agreement. The amendment did not impact the maturity dates of either the 5- Year Facility or the 
Term Loan. 


We incurred fees related to the amendment of the 5-Year Facility and the Term Loan of $19 million. The fees 
associated with the 5-Year Facility amendment of $11 million were capitalized and are being amortized over the 
remaining term of the 5-Year Facility. The fees associated with the Term Loan amendment of $8 million were 
expensed in addition to unamortized fees related to the original agreement of $2 million. These charges are 
included within Interest Expense on the 2009 Consolidated Statement of Income. 


The 5-Year Facility and Term Loan have several interest rate options, which are based in part on our long-term 
credit ratings. For the fourth quarter of 2009, the effective interest rate of the Term Loan, including the impact of 
the participating interest rate swap arrangements, was 6.88%. Fees payable under the 5-Year Facility are based 
on our long-term credit ratings and are currently 0.75% of the committed and unutilized amounts per year and 
4.00% on any outstanding borrowings or letters of credit. As of January 30, 2010, there were no borrowings 
outstanding under the 5-Year Facility. 


As discussed above, we prepaid $392 million of the Term Loan. In December 2009, we prepaid an additional 
$158 million of the Term Loan with cash on-hand. As of January 30, 2010, the remaining outstanding principal 
balance on the Term Loan was $200 million. 


2010 Activity 


In March 2010, we prepaid the remaining $200 million of the Term Loan with cash on hand and also entered into 
an amendment and restatement (the “Amendment’”) of our 5-Year Facility. The Amendment reduces the 
aggregate amount of the commitments of the lenders under the 5-Year Facility from $1 billion to $927 million. 
The Amendment also extends the term on $800 million of the 5-Year Facility through August 1, 2014. 


The Amendment also modifies the covenants limiting investments and restricted payments, as defined in the 
agreement, to provide that investments and restricted payments may be made, without limitation on amount, if 
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(a) at the time of and after giving effect to such investment or restricted payment the ratio of consolidated debt to 
consolidated EBITDA for the most recent four quarter period is less than 3.0 to 1.0 and (b) no default or event of 
default exists as defined in the agreement. 


We incurred fees related to the amendment of the 5-Year Facility of $13 million, which were capitalized and will 
be amortized over the remaining term of the 5-Year Facility. 


Letters of Credit and Commercial Paper Programs 


The 5-Year Facility supports our commercial paper and letter of credit programs. We have $65 million of 
outstanding letters of credit as of January 30, 2010 that reduce our remaining availability under our amended 
credit agreements. No commercial paper was outstanding as of January 30, 2010 and January 31, 2009. 


Working Capital and Capitalization 

We believe that our available short-term and long-term capital resources are sufficient to fund foreseeable 
requirements. 

The following table provides a summary of our working capital position and capitalization as of January 30, 


2010, January 31, 2009 and February 2, 2008: 


January 30, January 31, February 2, 


2010 2009 2008 
(in millions) 

Cash Provided by Operating Activities ........ 0... 00. cece eee eee ee $1,174 $ 954 $ 765 
Capital Expenditures ..... gs /cedcs Glave Aches ee a gee eds See ea 202 479 749 
Working Capital .cd.0c6 brane toed acim ne bh 2 eee da Ged ses ediabas 1,928 1,612 1,545 
Capitalization: 

Long-term Debt: 64.652 602060 owen lendteawetewpiesedad 2,723 2,897 2,905 

Shareholders’ Equity ..55c.6.c: sce eh ate pipe hk pea eee BS pha de epeae 2,183 1,874 2,219 
Total CapitaliZation® -..i6:0.65 0 ova Gh eee CO oe w hed ste ee Ge 4,906 4,771 5,124 
Additional Amounts Available Under Credit Agreements (a) (b) ......... 935 1,300 1,500 


(a) On February 19, 2009, we cancelled the 364-Day Facility, thereby reducing the amount available under 
credit agreements to $1 billion as of that date. 

(b) As part of the February 19, 2009 amendment to the 5-Year Facility, letters of credit issued subsequent to the 
amendment reduce our remaining availability under the 5-Year Facility. As of January 30, 2010, we have 
outstanding $65 million of letters of credit that reduce our remaining availability under the 5-Year Facility. 


The following table provides certain measures of liquidity and capital resources as of January 30, 
2010, January 31, 2009 and February 2, 2008: 


January 30, January 31, February 2, 


2010 2009 2008 
Debt-to-equity Ratio (a) e..c angie pee ceyedeeemedwhwa chad oeeue bb eels 125% 155% 131% 
Debt-to-capitalization Ratio (b) .. 6... eee eae 55% 61% 57% 
Cash Flow to Capital Investment (Cc) ..... 0.0... cece eee eee 581% 199% 102% 


(a) Long-term debt divided by shareholders’ equity 
(b) Long-term debt divided by total capitalization 
(c) Net cash provided by operating activities divided by capital expenditures 
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Credit Ratings 


The following table provides our credit ratings as of January 30, 2010: 


Moody’s(a) S&P(b) Fitch 
Senior Secured DEDE a5 a eateed eae Ged arate ae be EARS Gok Ba2 BB BB+ 
Senior Unsecured Debt with Subsidiary Guarantee ........... Ba2 BB BB 
penior Unsecured: DEBE aiid: sec. ged acsepiaractcecinlat acaderahan a toeeeacaen Ba3 BB- BB 
QUUOOK 22.c6aacetesiehesid denied been edn edaaed Stable Negative Negative 


(a) In March 2010, Moody’s upgraded our Senior Unsecured Debt with Subsidiary Guarantee rating to Bal 
from Ba2. In addition, Moody’s changed their outlook to Positive from Stable. 
(b) In March 2010, S&P changed their outlook to Stable from Negative. 


Our borrowing costs and certain other provisions under our Term Loan and 5-Year Facility are linked to our 
credit ratings. If we receive an additional downgrade to our corporate credit ratings by S&P or Moody’s, the 
availability of additional credit could be negatively affected and our borrowing costs would increase. Credit 
rating downgrades by any of the agencies do not accelerate the repayment of any of our debt. 


Common Stock Share Repurchases 


In October 2008, our Board of Directors authorized management to repurchase $250 million of our outstanding 
common stock. In 2008, we repurchased 19.0 million shares of our common stock for $219 million at an average 
price per share of approximately $11.48. In 2009, no additional shares were purchased. 


In March 2010, our Board of Directors approved a new repurchase program of $200 million and cancelled our 
previous $250 million share repurchase program, which had $31 million remaining. 


Dividend Policy and Procedures 


We currently pay a common stock dividend of $0.15 per share in cash each quarter. Our Board of Directors will 
determine future dividends after giving consideration to our levels of profit and cash flow, capital requirements, 
current and forecasted liquidity, the restrictions placed upon us by our borrowing arrangements as well as 
financial and other conditions existing at the time. 


In March 2010, the Company’s Board of Directors declared a special dividend of $1 per share. The special 
dividend will be distributed on April 19, 2010 to shareholders of record at the close of business on April 5, 2010. 


Treasury Share Retirement 


In January 2010, we retired 201 million shares of our Treasury Stock to reduce the related administrative 
expense. The retirement resulted in a reduction of $4.641 billion in Treasury Stock, $101 million in the par value 
of Common Stock, $1.545 billion in Paid-in Capital and $2.995 billion in Retained Earnings. 
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Cash Flow 


The following table provides a summary of our cash flow activity for the fiscal years ended January 30, 
2010, January 31, 2009 and February 2, 2008: 


2009 2008 2007 
(in millions) 


Cash and Cash Equivalents, Beginning of Year ...............0 00 c eee eee eee $1,173 $1,018 $ 500 
Net Cash Flows Provided by Operating Activities ............. 0.0.0... 00.0000. 1,174 954 7605 
Net Cash Flows Provided by (Used For) Investing Activities ..................4. (162) (240) 30 
Net Cash Flows Used For Financing Activities... 0.0.0.0... cee eee eee (387) (562) (279) 
Effect of Exchange Rate Changes on Cash ........ 0.0.0 cee eee eee eee eee 6 3 2 
Net Increase in Cash and Cash Equivalents .......... 0.0.00... 0c eee eee eee eee 631 155 518 
Cash and Cash Equivalents, End of Year ............0 00 ccc cece eee $1,804 $1,173 $1,018 
Operating Activities 


Net cash provided by operating activities in 2009 was $1.174 billion. Net income of $448 million included $393 
million of depreciation and amortization. Other changes in assets and liabilities represent items that had a current 
period cash flow impact, such as changes in working capital. The most significant working capital change was a 
$156 million increase in operating cash flow associated with a reduction in inventories. Inventory levels 
decreased compared to 2008 due to a concerted effort to control and reduce inventory levels across the enterprise. 


Net cash provided by operating activities in 2008 was $954 million. Net income of $216 million included 

(a) $377 million of depreciation and amortization, (b) a $215 million impairment of goodwill and other 
intangible assets and (c) a $109 million net gain on joint ventures. Other changes in assets and liabilities 
represent items that had a current period cash flow impact, such as changes in working capital. The most 
significant working capital change was a $103 million increase in operating cash flow associated with a reduction 
in accounts receivable due primarily to reduced sourcing and other transition services billings to Express and 
Limited Stores. 


Net cash provided by operating activities in 2007 was $765 million consisting primarily of net income of $696 
million. Net income included (a) $385 million of depreciation and amortization, (b) the $302 million gain on 
divestiture of Express, and (c) the $100 million gain on distribution from Easton Town Center, LLC. Other 
changes in assets and liabilities represent items that had a current period cash flow impact, such as changes in 
working capital. The most significant working capital change was a $337 million increase in operating cash flow 
associated with a reduction in inventories. Inventory levels decreased compared to 2006 due to a concerted effort 
to control and reduce inventory levels across the enterprise and due to reductions in safety stocks at Bath & Body 
Works that increased during 2006 in connection with the 2006 supply chain system conversion. Accounts 
receivable increased due to the Apparel divestitures, which caused Mast’s accounts receivable from Express and 
Limited Stores to be recognized as third-party receivables on our balance sheet. 


Investing Activities 


Net cash used for investing activities in 2009 was $162 million consisting primarily of $202 million of capital 
expenditures partially offset by $32 million of proceeds related to the sale of an asset. The capital expenditures 
included $163 million for opening new stores and remodeling and improving existing stores. Remaining capital 
expenditures were primarily related to spending on technology and infrastructure to support growth. 


Net cash used for investing activities in 2008 was $240 million consisting primarily of $479 million of capital 
expenditures offset by $159 million from the divestiture of a joint venture and $95 million from returns of capital 
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from Express. The capital expenditures included $345 million for opening new stores and remodeling and 
improving existing stores. Remaining capital expenditures were primarily related to spending on technology and 
infrastructure to support growth. 


Net cash provided by investing activities in 2007 was $30 million consisting primarily of (a) $547 million of 
proceeds from the divestiture of Express, (b) $102 million of proceeds from a distribution from Easton Town 
Center, LLC, and (c) $97 million of proceeds related to the sale of assets, offset by $749 million of capital 
expenditures. The capital expenditures included $476 million for opening new stores and remodeling and 
improving existing stores. Remaining capital expenditures were primarily related to investments in our new 
distribution center and increased spending on home office, technology and infrastructure. 


We anticipate spending approximately $250 million to $300 million for capital expenditures in 2010 with the 
majority relating to opening new stores and remodeling and improving existing stores. We expect to open 
approximately 50 new stores primarily in Canada. 


Financing Activities 


Net cash used for financing activities in 2009 was $387 million consisting primarily of the prepayment of $550 
million of our Term Loan, quarterly dividend payments of $0.15 per share, or $193 million, cash payments of 
$106 million to repurchase 2012 notes and $19 million of costs related to the amendment of our 5-Year Facility 
and Term Loan in February 2009. These were partially offset by the net proceeds of $473 million from the 
issuance of $500 million of notes. 


Net cash used for financing activities in 2008 was $562 million consisting primarily of (a) cash payments of $379 
million related to the repurchase of 28 million shares of common stock during the year at a weighted-average 
price of $13.36 under our November 2007 and October 2008 share repurchase programs and (b) quarterly 
dividend payments of $0.15 per share, or $201 million. These uses of cash were partially offset by the exercise of 
stock options of $31 million. 


Net cash used for financing activities in 2007 was $279 million consisting primarily of (a) cash payments of $1.4 
billion related to the repurchase of 59 million shares of common stock during the year at a weighted-average 
price of $24.01 under our June 2006, June 2007, August 2007 and November 2007 share repurchase programs 
and (b) quarterly dividend payments of $0.15 per share, or $227 million. These uses of cash were partially offset 
by (a) debt offering proceeds of $997 million, (b) proceeds from the term loan refinancing of $250 million and 
(c) the exercise of stock options of $74 million. 


Contingent Liabilities and Contractual Obligations 


The following table provides our contractual obligations, aggregated by type, including the maturity profile as of 
January 30, 2010: 


Payments Due by Period 


Less More 
Than 1 1-3 4-5 than 5 
Total Year Years Years Years Other 
(in millions) ~— 
Long-term Debt (a) .... 0... eee eee $4,910 $ 192 $ 765 $ 828 $3,125 $— 
Operating Leases Obligations (b) .................... 3,132 478 840 699 1,115 — 
Purchase Obligations (C) ...... 0... cece eee eee 1,225 1,073 24 16 W2 = — 
Other Liabilities (d): acces ka ede gate ar Siaae a bees 342 36 15 3 — 288 
MIOUAN: ob ste od Seb eceseate sure tae, beGeiectusrie. aces, ad deere teenie ase a $9,609 $1,779 $1,644 $1,546 $4,352 $288 


(a) Long-term debt obligations relate to our principal and interest payments for outstanding notes, debentures, 
Term Loan and line of credit borrowings. Interest payments have been estimated based on the coupon rate 
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for fixed rate obligations and the variable rate, including the impact of the participating interest rate swap 
arrangement, in effect as of January 30, 2010 for the Term Loan. Interest obligations exclude amounts 
which have been accrued through January 30, 2010. For additional information, see Note 12 to the 
Consolidated Financial Statements included in Item 8. Financial Statements and Supplementary Data. 

(b) Operating lease obligations primarily represent minimum payments due under store lease agreements. For 
additional information, see Note 16 to the Consolidated Financial Statements included in Item 8. Financial 
Statements and Supplementary Data. 

(c) Purchase obligations primarily include purchase orders for merchandise inventory and other agreements to 
purchase goods or services that are enforceable and legally binding and that specify all significant terms, 
including: fixed or minimum quantities to be purchased; fixed, minimum or variable price provisions; and 
the approximate timing of the transactions. 

(d) Other liabilities primarily includes future payments relating to our nonqualified supplemental retirement 
plan of $168 million and have been reflected under “Other” as the timing of these future payments is not 
known until an associate leaves the company or otherwise requests an in-service distribution. In addition, 
Other Liabilities also includes future estimated payments associated with unrecognized tax benefits. The 
“Less Than | Year” category includes $25 million because it is reasonably possible that the payments could 
change in the next twelve months due to audit settlements or resolution of uncertainties. The remaining 
portion of $120 million is included in the “Other” category as the timing and amount of these payments is 
not known until the matters are resolved with relevant tax authorities. For additional information, see Notes 
to the Consolidated Financial Statements in Item 8. Financial Statements and Supplementary Data. 


In connection with the disposition of certain businesses, we have remaining guarantees of approximately $135 
million related to lease payments of Express, Limited Stores, Abercrombie & Fitch, Dick’s Sporting Goods 
(formerly Galyan’s), Lane Bryant, New York & Company and Anne.x under the current terms of noncancelable 
leases expiring at various dates through 2017. These guarantees include minimum rent and additional payments 
covering taxes, common area costs and certain other expenses and relate to leases that commenced prior to the 
disposition of the businesses. In certain instances, our guarantee may remain in effect if the term of a lease is 
extended. 


The following table details the guaranteed lease payments during the next five fiscal years and the remaining 
years thereafter: 


Fiscal Year (in millions) 


DOM O sere secs gta. nans- Res deans Sises, I aniicsesd tiem Wacladtn Rnandss, Rite Sdes, Guidance tautereetaup ateadtar ecaceoatsnedinee. & $ 36 
2 01 Ue ie em 30 
DON D2 reacted ste s naire a at ecded BeoOe heen, Aeded aa. bateceheaha. Ny See ok te cases a tarsus a Neca he ad aa 22 
DOU cds braces: Bebe t tiene siete ob Oca BG sda aE ed Bea Beldic Bek en ke ee eke eS 20 
OWA es resacctee sss ance usersh arts tessa dts ics settee ae ine kad tacsts Sha Selacaadenaeras arse eats eieaeenane arias. 15 
Thereatter 46.3.64-44034.0 edie ssh bens sed dl eeow eee ee eed ta ees 12 
WOtal: ~s she tee2 3 hiand seed wcdsea chet at aed eaeewie Meare dae OR ewe Bae et $135 


In April 2008, we received an irrevocable standby letter of credit from Express of $34 million issued by a third- 
party bank to mitigate a portion of our contingent liability for guaranteed future lease payments of Express. We 
can draw from the irrevocable standby letter of credit if Express were to default on any of the guaranteed leases. 
The irrevocable standby letter of credit is reduced through November 1, 2010, the expiration date of the letter of 
credit, consistent with the overall reduction in guaranteed lease payments. The outstanding balance of the 
irrevocable standby letter of credit from Express was $6 million as of January 30, 2010. 


Our guarantees related to Express, Limited Stores and New York & Company require fair value accounting in 
accordance with U.S. generally accepted accounting principles (“GAAP”) in effect at the time of these 


divestitures. The guaranteed lease payments related to Express (net of the irrevocable standby letter of credit), 
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Limited Stores and New York & Company totaled $84 million and $94 million as of January 30, 2010 and 
January 31, 2009, respectively. The estimated fair value of these guarantee obligations was $9 million and $15 
million as of January 30, 2010 and January 31, 2009, respectively, and is included in Other Long-term Liabilities 
on our Consolidated Balance Sheets. The decrease in the fair value from January 31, 2009 to January 30, 2010 
reflects the impact of the current economic environment and our assessment of the risk of default on the 
guaranteed lease payments. 


Our guarantees related to Abercrombie & Fitch, Dick’s Sporting Goods (formerly Galyan’s), Lane Bryant and 
Anne.x are not subject to the fair value accounting, but require that a loss be accrued when probable and 
reasonably estimable based on U.S. GAAP in effect at the time of these divestitures. As of January 30, 2010 and 
January 31, 2009, we had no liability recorded with respect to any of the guarantee obligations as we concluded 
that payment under these guarantees was not probable. 


Off Balance Sheet Arrangements 


We have no off balance sheet arrangements as defined by Regulation 229.303 Item 303 (a) (4). 


Recently Issued Accounting Pronouncements 


Accounting Standards Codification (“Codification”) and the Hierarchy of Generally Accepted Accounting 
Principles (“GAAP”) 


In June 2009, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Codification 
(“ASC”) Subtopic 105, Generally Accepted Accounting Principles, which reorganizes the thousands of U.S. 
GAAP pronouncements into roughly 90 accounting topics and displays all topics using a consistent structure. It 
also includes relevant SEC guidance that follows the same topical structure in separate sections in the 
Codification. In the third quarter of 2009, we changed our historical U.S. GAAP references to comply with the 
Codification. The adoption of this guidance did not impact our results of operations, financial condition or 
liquidity since the Codification is not intended to change or alter existing U.S. GAAP. 


Subsequent Events 


In May 2009, the FASB issued authoritative guidance included in ASC Subtopic 855, Subsequent Events, which 
incorporates guidance on subsequent events into authoritative accounting literature and clarifies the time 
following the balance sheet date that must be considered for subsequent events disclosures in the financial 
statements. In the second quarter of 2009, we adopted this guidance which requires disclosure of the date through 
which subsequent events have been reviewed. This guidance did not change our procedures for reviewing 
subsequent events. In February 2010, the FASB issued Accounting Standards Update 2010-09 to amend ASC 
Subtopic 855, Subsequent Events, to not require disclosure of the date through which management evaluated 
subsequent events in the financial statements for either originally issued financial statements or reissued financial 
statements. 


Derivative Instruments and Hedging Activities 


In March 2008, the FASB issued authoritative guidance included in ASC Subtopic 815, Derivatives and 
Hedging, which requires disclosures about the fair value of derivative instruments and their gains or losses in 
tabular format as well as disclosures regarding credit-risk-related contingent features in derivative agreements, 
counterparty credit risk and strategies and objectives for using derivative instruments. This guidance amends and 
expands previously released authoritative guidance and became effective prospectively beginning in 2009. In the 
first quarter of 2009, we adopted this guidance. For additional information, see Note 4 to the Consolidated 
Financial Statements included in Item 8. Financial Statements and Supplementary Data. 
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Consolidation 


In December 2007, the FASB issued authoritative guidance included in ASC Subtopic 810, Consolidation, which 
modifies reporting for noncontrolling interest (minority interest) in consolidated financial statements. This 
guidance requires noncontrolling interest to be reported in equity and establishes a new framework for 
recognizing net income or loss and comprehensive income or loss by the controlling interest. This guidance 
further requires specific disclosures regarding changes in equity interest of both the controlling and 
noncontrolling parties and presentation of the noncontrolling equity balance and income or loss for all periods 
presented. This guidance became effective for interim and annual periods in fiscal years beginning after 
December 15, 2008. The statement is applied prospectively upon adoption, however the presentation and 
disclosure requirements are applied retrospectively. In the first quarter of 2009, we adopted this guidance 
recharacterizing minority interest as a noncontrolling interest and classifying it as a component of equity in our 
consolidated financial statements. On June 15, 2009, we filed a Current Report on Form 8-K to reflect the 
retrospective application to our Annual Report on Form 10-K for the year ended January 31, 2009. 


Fair Value Measurements 


In September 2006, the FASB issued authoritative guidance included in ASC Subtopic 820, Fair Value 
Measurements and Disclosures, which provides guidance for fair value measurement of assets and liabilities and 
instruments measured at fair value that are classified in shareholders’ equity. This guidance defines fair value, 
establishes a fair value measurement framework and expands fair value disclosures. It emphasizes that fair value 
is market-based with the highest measurement hierarchy level being market prices in active markets. This 
guidance requires fair value measurements be disclosed by hierarchy level, an entity to include its own credit 
standing in the measurement of its liabilities and modifies the transaction price presumption. 


In February 2008, the FASB delayed the effective date for this guidance to fiscal years beginning after 
November 15, 2008 for all nonfinancial assets and nonfinancial liabilities, except those that are recognized or 
disclosed at fair value in the financial statements on a recurring basis (at least annually). 


Accordingly, as of February 3, 2008, we adopted the authoritative guidance for financial assets and liabilities 
only on a prospective basis. As of February 1, 2009, we adopted the remaining provisions. The adoption of this 
guidance did not have a significant impact on our results of operations, financial condition or liquidity. For 
additional information, see Note 14 to the Consolidated Financial Statements included in Item 8. Financial 
Statements and Supplementary Data. 


In January 2010, the FASB issued Accounting Standards Update 2010-06, which amends ASC Subtopic 820, 
Fair Value Measurement and Disclosures. This guidance requires new disclosures and provides amendments to 
clarify existing disclosures. The new requirements include disclosing transfers in and out of Levels 1 and 2 fair 
value measurements and the reasons for the transfers and further disaggregating activity in Level 3 fair value 
measurements. The clarification of existing disclosure guidance includes further disaggregation of fair value 
measurement disclosures for each class of assets and liabilities and providing disclosures about the valuation 
techniques and inputs used to measure fair value for both recurring and nonrecurring fair value measurements. 
This guidance is effective for interim and annual reporting periods beginning after December 15, 2009, except 
for the new disclosures regarding the activity in Level 3 measurements, which will be effective for fiscal years 
beginning after December 15, 2010. We will adopt this guidance for the fiscal period beginning January 31, 
2010, except for the new disclosure regarding the activity in Level 3 measurements, which we will adopt for the 
fiscal period beginning January 30, 2011. 


Impact of Inflation 


While it is difficult to accurately measure the impact of inflation due to the imprecise nature of the estimates 
required, we believe the effects of inflation, if any, on the results of operations and financial condition have been 
minor. 


50 


Critical Accounting Policies and Estimates 


The preparation of financial statements in conformity with generally accepted accounting principles requires 
management to adopt accounting policies related to estimates and assumptions that affect the reported amounts 
of assets and liabilities at the date of the financial statements and the reported amounts of net sales and expenses 
during the reporting period, as well as the related disclosure of contingent assets and liabilities at the date of the 
financial statements. On an ongoing basis, management evaluates its accounting policies, estimates and 
judgments, including those related to inventories, long-lived assets, claims and contingencies, income taxes and 
revenue recognition. Management bases our estimates and judgments on historical experience and various other 
factors that are believed to be reasonable under the circumstances. Actual results may differ from these estimates. 
Management has discussed the development and selection of our critical accounting policies and estimates with 
the Audit Committee of our Board of Directors and believes the following assumptions and estimates are most 
significant to reporting our results of operations and financial position. 


Inventories 


Inventories are principally valued at the lower of cost or market, on a weighted-average cost basis. 


We record valuation adjustments to our inventories if the cost of specific inventory items on hand exceeds the 
amount we expect to realize from the ultimate sale or disposal of the inventory. These estimates are based on 
management’s judgment regarding future demand and market conditions and analysis of historical experience. If 
actual demand or market conditions are different than those projected by management, future period merchandise 
margin rates may be unfavorably or favorably affected by adjustments to these estimates. 


We also record inventory loss adjustments for estimated physical inventory losses that have occurred since the 
date of the last physical inventory. These estimates are based on management’s analysis of historical results and 
operating trends. 


Management believes that the assumptions used in these estimates are reasonable and appropriate. A 10% 
increase or decrease in the inventory valuation adjustment would have impacted net income by approximately $3 
million for 2009. A 10% increase or decrease in the estimated physical inventory loss adjustment would have 
impacted net income by approximately $2 million for 2009. 


Valuation of Long-lived Assets 


Property and equipment and intangible assets with finite lives are reviewed for impairment whenever events or 
changes in circumstances indicate that the carrying amount of the asset may not be recoverable. If the estimated 
undiscounted future cash flows related to the asset are less than the carrying value, we recognize a loss equal to 
the difference between the carrying value and the estimated fair value, usually determined by the estimated 
discounted future cash flows of the asset. When a decision has been made to dispose of property and equipment 
prior to the end of the previously estimated useful life, depreciation estimates are revised to reflect the use of the 
asset over the shortened estimated useful life. 


Goodwill is reviewed for impairment each year in the fourth quarter and may be reviewed more frequently if 
certain events occur or circumstances change. The impairment review is performed by comparing each reporting 
unit’s carrying value to its estimated fair value, determined through either estimated discounted future cash flows 
or market-based methodologies. If the carrying value exceeds the estimated fair value, we determine the fair 
value of all assets and liabilities of the reporting unit, including the implied fair value of goodwill. If the carrying 
value of goodwill exceeds the implied fair value, we recognize an impairment charge equal to the difference. 


Intangible assets with indefinite lives are reviewed for impairment each year in the fourth quarter and may be 
reviewed more frequently if certain events occur or circumstances change. The impairment review is performed 
by comparing the carrying value to the estimated fair value, usually determined by the estimated discounted 
future cash flows of the asset. 
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The Company estimates the fair value of property and equipment, goodwill and intangible assets in accordance 
with the provisions of ASC Subtopic 820, Fair Value Measurements and Disclosures. If future economic 
conditions are different than those projected by management, future impairment charges may be required. 


Impairment of La Senza Goodwill and Other Intangible Assets 


In conjunction with the January 2007 acquisition of La Senza, we recorded $313 million in goodwill and $170 
million in trade name and other intangible assets. These assets are included in the La Senza reporting unit which 
is part of the Victoria’s Secret segment. 


Impairment Recognized 


2008 


In the latter half of 2008, La Senza was negatively impacted by the global economic downturn and the resulting 
impact on the Canadian retail environment. As a result, La Senza’s operating results deteriorated significantly, 
particularly when compared to our expectations at the time of acquisition. In the fourth quarter of 2008, we 
concluded that the goodwill and certain trade name assets related to the La Senza acquisition were impaired and 
recorded impairment charges of $189 million and $26 million related to the goodwill and trade name assets, 
respectively. These impairment charges are included in Impairment of Goodwill and Other Intangible Assets on 
the 2008 Consolidated Statement of Income. 


2009 


In the fourth quarter of 2009, we concluded that certain trade names would no longer be utilized within the La 
Senza business. As a result, we recorded an impairment charge of $3 million. These impairment charges are 
included in Impairment of Goodwill and Other Intangible Assets on the 2009 Consolidated Statement of Income. 


Impairment Testing—Goodwill 


We evaluated La Senza’s goodwill by comparing the carrying value of the La Senza reporting unit to the 
estimated fair value of the reporting unit derived using a discounted cash flow methodology. We corroborated the 
estimated fair value of the La Senza reporting unit as determined by our discounted cash flow approach by 
referencing a market-based methodology. 


2008 


Based on our 2008 evaluation, the carrying value of the La Senza reporting unit exceeded the estimated fair 
value. As a result, we measured the goodwill impairment by comparing the carrying value of the reporting unit’s 
goodwill to the implied value of the goodwill based on the estimated fair value of the reporting unit, considering 
the fair value of all assets and liabilities. As a result of this analysis, we recognized a goodwill impairment charge 
of $189 million in 2008. 


2009 


Our 2009 evaluation indicated that the fair value of the La Senza reporting unit was in excess of the carrying 
value. As a result, we were not required to calculate the implied value of goodwill and no impairment was 
recognized. Reasonable changes in the significant estimates and assumptions used to determine the fair value 
would not have resulted in a goodwill impairment in the La Senza reporting unit. 


Impairment Testing—Trade names 


We evaluated the La Senza trade name assets by comparing the carrying value to the estimated fair value 
determined using a relief from royalty methodology. 
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2008 


Based on our 2008 evaluation, the carrying value of certain La Senza trade name assets exceeded their estimated 
fair value and, as a result, we recognized trade name impairment charges of $26 million in 2008. 


2009 


In the fourth quarter of 2009, we made the decision to exit the La Senza Girl business and recorded an 
impairment charge of $3 million related to the La Senza Girl trade name and other minor sub-brands. Our 2009 
evaluation of the overall La Senza trade name indicated that the fair value was in excess of the carrying value. As 
a result, no impairment was recognized with regards to this asset. 


Significant Estimates and Assumptions 


Our determination of the estimated fair value of the La Senza reporting unit and trade name assets requires 
significant judgments about economic factors, industry factors, our views regarding the future prospects of the La 
Senza reporting unit as well as numerous estimates and assumptions that are highly subjective. The estimates and 
assumptions critical to the overall fair value estimates include: (i) estimated future cash flow generated by La 
Senza; (ii) discount rates used to derive the present value factors used in determining the fair values; and (iii) the 
terminal value assumption used in the discounted cash flow methodologies; and (iv) the royalty rate assumption 
used in the relief from royalty valuation methodology. These and other estimates and assumptions are impacted 
by economic conditions and expectations of management and may change in the future based on period-specific 
facts and circumstances. If future economic conditions are different than those projected by management, 
additional future impairment charges may be required. 


Sensitivity Analysis 
The following provides sensitivities to our 2009 significant estimates and assumptions as noted above: 


¢ a10% decrease in estimated future cash flows would result in a $23 million increase in the trade name 
impairment charges. 


* a1% increase in the discount rate would result in a $12 million increase in the trade name impairment 
charges. 


¢ a10% decrease in the terminal value assumption would result in a $10 million increase in the trade 
name impairment charges. 


Claims and Contingencies 


We are subject to various claims and contingencies related to lawsuits, insurance, regulatory and other matters 
arising out of the normal course of business. Our determination of the treatment of claims and contingencies in 
the Consolidated Financial Statements is based on management’s view of the expected outcome of the applicable 
claim or contingency. We consult with legal counsel on matters related to litigation and seek input from both 
internal and external experts within and outside our organization with respect to matters in the ordinary course of 
business. We accrue a liability if the likelihood of an adverse outcome is probable and the amount is estimable. If 
the likelihood of an adverse outcome is only reasonably possible (as opposed to probable), or if an estimate is not 
determinable, disclosure of a material claim or contingency is disclosed in the Notes to the Consolidated 
Financial Statements included in Item 8. Financial Statements and Supplementary Data. 


Income Taxes 


We account for income taxes under the asset and liability method. Under this method, the amount of taxes 
currently payable or refundable are accrued and deferred tax assets and liabilities are recognized for the estimated 
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future tax consequences attributable to differences between the financial statement carrying amounts of existing 
assets and liabilities and their respective tax bases. Deferred tax assets are also recognized for realizable 
operating loss and tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted income 
tax rates in effect for the year in which those temporary differences are expected to be recovered or settled. The 
effect on deferred tax assets and liabilities of a change in income tax rates is recognized in our Consolidated 
Statement of Income in the period that includes the enactment date. A valuation allowance is recorded to reduce 
the carrying amounts of deferred tax assets if it is more likely than not that such assets will not be realized. 


Significant judgment is required in determining the provision for income taxes and related accruals, deferred tax 
assets and liabilities. In determining our provision for income taxes, we use an annual effective income tax rate 
based on annual income, permanent differences between book and tax income and statutory income tax rates. We 
adjust the annual effective income tax rate as additional information on outcomes or events becomes available. 
Our effective income tax rate is affected by items including changes in tax law, the tax jurisdiction of new stores 
or business ventures and the level of earnings. 


We follow the authoritative guidance included in ASC Subtopic 740, Income Taxes, which contains a two-step 
approach to recognizing and measuring uncertain tax positions. The first step is to evaluate the tax position for 
recognition by determining if the available evidence indicates it is more likely than not that the position will be 
sustained on audit, including resolution of related appeals or litigation processes, if any. The second step is to 
measure the tax benefit as the largest amount which is more than 50% likely of being realized upon ultimate 
settlement. We consider many factors when evaluating and estimating our tax positions and tax benefits, which 
may require periodic adjustments and which may not accurately forecast actual outcomes. Our policy is to 
include interest and penalties related to uncertain tax positions in income tax expense. 


Our income tax returns, like those of most companies, are periodically audited by domestic and foreign tax 
authorities. These audits include questions regarding our tax filing positions, including the timing and amount of 
deductions and the allocation of income among various tax jurisdictions. At any one time, multiple tax years are 
subject to audit by the various tax authorities. We record an accrual for more likely than not exposures after 
evaluating the positions associated with our various income tax filings. A number of years may elapse before a 
particular matter for which we have established an accrual is audited and fully resolved or clarified. We adjust 
our tax contingencies accrual and income tax provision in the period in which matters are effectively settled with 
tax authorities at amounts different from our established accrual when the statute of limitations expires for the 
relevant taxing authority to examine the tax position or when more information becomes available. 


Although we believe that our estimates are reasonable, actual results could differ from these estimates resulting 
in a final tax outcome that may be materially different from that which is reflected in our Consolidated Financial 
Statements. 


Revenue Recognition 


While our recognition of revenue does not involve significant judgment, revenue recognition represents an 
important accounting policy for our organization. We recognize revenue upon customer receipt of the 
merchandise. For direct response revenues, we estimate shipments that have not been received by the customer 
based on shipping terms and historical delivery times. We also provide a reserve for projected merchandise 
returns based on prior experience. 


All of our brands sell gift cards with no expiration dates to customers in retail stores, through our direct channels 
and through third parties. We do not charge administrative fees on unused gift cards. We recognize income from 
gift cards when they are redeemed by the customer. In addition, we recognize income on unredeemed gift cards 
when we can determine that the likelihood of the gift card being redeemed is remote and there is no legal 
obligation to remit the unredeemed gift cards to relevant jurisdictions (gift card breakage). We determine the gift 
card breakage rate based on historical redemption patterns. Gift card breakage is included in Net Sales in our 
Consolidated Statements of Income. 
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Additionally, we recognize revenue associated with merchandise sourcing services provided to third parties, 
consisting primarily of former subsidiaries as well as other third parties. Revenue is recognized at the time the 
title passes to the customer. 


ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKFT RISK. 
Market Risk 


The market risk inherent in our financial instruments represents the potential loss in fair value, earnings or cash 
flows arising from adverse changes in foreign currency exchange rates or interest rates. We use derivative 
financial instruments like the cross-currency swaps and the participating interest rate swap arrangement to 
manage exposure to market risks. We do not use derivative financial instruments for trading purposes. 


Foreign Exchange Rate Risk 


Our foreign exchange rate translation exposure is primarily the result of the January 2007 acquisition of La Senza 
Corporation, whose operations are conducted primarily in Canada. To mitigate the translation risk to our earnings 
and the fair value of our investment in La Senza associated with fluctuations in the U.S. dollar-Canadian dollar 
exchange rate, we entered into a series of cross-currency swaps related to Canadian dollar denominated 
intercompany loans. These cross-currency swaps require the periodic exchange of fixed rate Canadian dollar 
interest payments for fixed rate U.S. dollar interest payments as well as exchange of Canadian dollar and U.S. 
dollar principal payments upon maturity. The swap arrangements mature between 2015 and 2018 at the same 
time as the related loans. As a result of the Canadian dollar denominated intercompany loans and the related 
cross-currency swaps, we do not believe there is any material translation risk to La Senza’s net earnings 
associated with fluctuations in the U.S. dollar-Canadian dollar exchange rate. 


In addition, our Canadian dollar denominated earnings are subject to U.S. dollar-Canadian dollar exchange rate 
risk as substantially all of our merchandise sold in Canada is sourced through U.S. dollar transactions. 


Interest Rate Risk 


Our investment portfolio primarily consists of interest-bearing instruments that are classified as cash and cash 
equivalents based on their original maturities. Our investment portfolio is maintained in accordance with our 
investment policy, which specifies permitted types of investments, specifies credit quality standards and maturity 
profiles and limits credit exposure to any single issuer. The primary objective of our investment activities are the 
preservation of principal, the maintenance of liquidity and the maximization of interest income while minimizing 
risk. Currently, our investment portfolio is comprised of U.S. and Canadian government obligations, U.S. 
Treasury and AAA-rated money market funds, bank time deposits, and highly-rated commercial paper. Given the 
short-term nature and quality of investments in our portfolio, we do not believe there is any material risk to 
principal associated with increases or decreases in interest rates. 


All of our long-term debt as of January 30, 2010 has fixed interest rates with the exception of our Term Loan. 
Thus, our exposure to interest rate changes is limited to the fair value of the debt issued, which would not have a 
material impact on our earnings or cash flows. The Term Loan contains a variable interest rate that fluctuates 
based on changes in an underlying benchmark interest rate and changes in our credit rating. In January 2008, we 
executed a participating interest rate swap arrangement which limited our exposure to increases in the benchmark 
interest rate while allowing us to partially participate in any decreases in the benchmark interest rate. In March 
2010, we prepaid the remaining $200 million of the Term Loan and terminated the remaining portion of the 
participating interest rate swap arrangement. 


Fair Value of Financial Instruments 


As of January 30, 2010, management believes that the carrying values of cash and cash equivalents, receivables 
and payables approximate fair value because of the short maturity of these financial instruments. 
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The following table provides a summary of the carrying value and fair value of long-term debt and swap 
arrangements as of January 30, 2010 and January 31, 2009: 


January 30, January 31, 
2010 2009 


(in millions) 
Long-term Debt: 


Carrying Value 1.0.00... cece $2,725 $2,897 
Fair Value, Estimated (a) ........ 20.0.0... eee ee eee 2,690 2,113 
Aggregate Fair Value of Cross-currency Swap 
Arrangements (Db): -csciededsi ee eie tessa cicada ees 34 (26) 
Fair Value of Participating Interest Rate Swap 
Arrangement:(D) s...620sayed.eediaaw teas ias whee nees 10 30 


(a) The estimated fair value of our publicly traded debt is based on quoted market prices. The estimated fair 
value of our Term Loan is equal to its carrying value. The estimates presented are not necessarily indicative 
of the amounts that we could realize in a current market exchange. 

(b) Swap arrangements are in an (asset) liability position. 


The increase in estimated fair value of our long-term debt from January 31, 2009 to January 30, 2010 reflects the 
decrease in volatility in the credit markets in comparison to 2008. The change in fair value of the cross-currency 
swap arrangements from January 31, 2009 to January 30, 2010 is primarily due to the fluctuations in the U.S. 
dollar-Canadian dollar exchange rate. The change in fair value of the participating interest rate swap arrangement 
from January 31, 2009 to January 30, 2010 is primarily due to the termination and settlement of portions of the 
participating interest rate swap arrangements in conjunction with prepayments of our Term Loan throughout 
2009. 


Concentration of Credit Risk 


We maintain cash and cash equivalents with various major financial institutions, as well as corporate commercial 
paper. Currently, our investment portfolio is comprised of U.S. and Canadian government obligations, U.S. 
Treasury and AAA-rated money market funds, bank time deposits, and highly-rated commercial paper. 


We monitor the relative credit standing of financial institutions and other entities with whom we transact and 


limit the amount of credit exposure with any one entity. We also monitor the creditworthiness of entities to which 
we grant credit terms in the normal course of business and counterparties to derivative instruments. 
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Safe Harbor Statement Under the Private Securities Litigation Reform Act of 1995 


Limited Brands, Inc. cautions that any forward-looking statements (as such term is defined in the Private 
Securities Litigation Reform Act of 1995) contained in this report or made by our company or our management 
involve risks and uncertainties and are subject to change based on various factors, many of which are beyond our 
control. Accordingly, our future performance and financial results may differ materially from those expressed or 
implied in any such forward-looking statements. Words such as “estimate,” “project,” “plan,” “believe,” 
“expect,” “anticipate,” “intend,” “planned,” “potential” and similar expressions may identify forward-looking 
statements. Risks associated with the following factors, among others, in some cases have affected and in the 
future could affect our financial performance and actual results and could cause actual results to differ materially 
from those expressed or implied in any forward-looking statements included in this report or otherwise made by 
our company or our management: 
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e general economic conditions, consumer confidence and consumer spending patterns; 
e the global economic crisis and its impact on our suppliers, customers and other counterparties; 
e the impact of the global economic crisis on our liquidity and capital resources; 


e the dependence on a high volume of mall traffic and the possible lack of availability of suitable store 
locations on appropriate terms; 


e the seasonality of our business; 

e our ability to grow through new store openings and existing store remodels and expansions; 
¢ our ability to expand into international markets; 

e independent licensees; 

* our direct channel business; 

¢ our failure to protect our reputation and our brand images; 

e our failure to protect our trade names, trademarks and patents; 


e market disruptions including severe weather conditions, natural disasters, health hazards, terrorist activities, 
financial crises, political crises or other major events, or the prospect of these events; 


e — stock price volatility; 
e our failure to maintain our credit rating; 
e our ability to service our debt; 


e the highly competitive nature of the retail industry generally and the segments in which we operate 
particularly; 


* consumer acceptance of our products and our ability to keep up with fashion trends, develop new 
merchandise, launch new product lines successfully, offer products at the appropriate price points and 
enhance our brand image; 


e our ability to retain key personnel; 
¢ our ability to attract, develop and retain qualified employees and manage labor costs; 
¢ our reliance on foreign sources of production, including risks related to: 

¢ political instability; 

e duties, taxes, other charges on imports; 

e legal and regulatory matters; 


¢ volatility in currency and exchange rates; 
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¢ local business practices and political issues; 
¢ potential delays or disruptions in shipping and related pricing impacts; 
e the disruption of imports by labor disputes; and 
e changing expectations regarding product safety due to new legislation. 
e the possible inability of our manufacturers to deliver products in a timely manner or meet quality standards; 
e fluctuations in energy costs; 
e increases in the costs of mailing, paper and printing; 
e — self-insured risks; 
¢ our ability to implement and sustain information technology systems; 
¢ our failure to comply with regulatory requirements; 
e tax matters; and 
e legal and compliance matters. 
We are not under any obligation and do not intend to make publicly available any update or other revisions to 
any of the forward-looking statements contained in this report to reflect circumstances existing after the date of 


this report or to reflect the occurrence of future events even if experience or future events make it clear that any 
expected results expressed or implied by those forward-looking statements will not be realized. 
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA. 


LIMITED BRANDS, INC. 
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS 
Page No. 

Management’s Report on Internal Control Over Financial Reporting ................. 00.00.0000. 60 
Report of Independent Registered Public Accounting Firm on Internal Control Over Financial 

REPOMINS v1.22 66 c5 8th bot Led pane eh et oe eemee nee eee ee A chee onda toeeaetading ing 61 
Report of Independent Registered Public Accounting Firm on Consolidated Financial Statements ..... 62 
Consolidated Statements of Income for the Years Ended January 30, 2010, January 31, 2009 and 

February. 2.2008: 2.25 cc.di.t oid dackin dian 86 4 Rad ee aa Rate eee Hadad oe aad gales aad Moan 63 
Consolidated Balance Sheets as of January 30, 2010 and January 31,2009 ..................0000. 64 
Consolidated Statements of Total Equity for the Years Ended January 30, 2010, January 31, 2009 and 

February 2, 2008 0.046 we aeteee bad oad eee al eee ews Nek ewe ad eee oN eee eea ds 65 
Consolidated Statements of Cash Flows for the Years Ended January 30, 2010, January 31, 2009 and 

February: 2; 2008 4...2.4-chdweeeeoedt veratrine tbe bhi westaw seta bw dadawndheeheawecins 66 
Notes to Consolidated Financial Statements .......... 0.0... eee cece eee 67 


Our fiscal year ends on the Saturday closest to January 31. Fiscal years are designated in the Consolidated 
Financial Statements and Notes by the calendar year in which the fiscal year commences. The results for fiscal 
years 2009, 2008 and 2007 represent the 52 week period ending January 30, 2010, January 31, 2009 and 
February 2, 2008, respectively. 
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Management’s Report on Internal Control Over Financial Reporting 


Management is responsible for establishing and maintaining adequate internal control over financial reporting as 
defined in Rules 13a-15(f) and 15d-15(f) under the Securities Exchange Act of 1934. The Company’s internal 
control system is designed to provide reasonable assurance to the Company’s management and Board of 
Directors regarding the preparation and fair presentation of published financial statements. Because of its 
inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Therefore, 
even those systems determined to be effective can provide only reasonable assurance with respect to financial 
statement preparation and presentation. Also, projections of any evaluation of effectiveness to future periods are 
subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of 
compliance with the policies or procedures may deteriorate. 


Management assessed the effectiveness of the Company’s internal control over financial reporting as of 
January 30, 2010. In making this assessment, management used the criteria established in Internal Control- 
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (the 
COSO criteria). 


Based on our assessment and the COSO criteria, management believes that the Company maintained effective 
internal control over financial reporting as of January 30, 2010. 


The Company’s independent registered public accounting firm, Ernst & Young LLP, has issued an attestation 
report on the Company’s internal control over financial reporting. Ernst & Young LLP’s report appears on the 
following page and expresses an unqualified opinion on the effectiveness of the Company’s internal control over 
financial reporting as of January 30, 2010. 
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Report of Independent Registered Public Accounting Firm on Internal Control Over Financial Reporting 


To the Board of Directors and Shareholders of 
Limited Brands, Inc.: 


We have audited Limited Brands, Inc. and subsidiaries’ internal control over financial reporting as of January 30, 
2010, based on criteria established in Internal Control-Integrated Framework issued by the Committee of 
Sponsoring Organizations of the Treadway Commission (the COSO criteria). Limited Brands, Inc.’s management 
is responsible for maintaining effective internal control over financial reporting, and for its assessment of the 
effectiveness of internal control over financial reporting included in the accompanying Management’s Report on 
Internal Control Over Financial Reporting. Our responsibility is to express an opinion on the Company’s internal 
control over financial reporting based on our audit. 


We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board 
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether effective internal control over financial reporting was maintained in all material respects. Our audit 
included obtaining an understanding of internal control over financial reporting, assessing the risk that a material 
weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the 
assessed risk, and performing such other procedures as we considered necessary in the circumstances. We believe 
that our audit provides a reasonable basis for our opinion. 


A company’s internal control over financial reporting is a process designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles. A company’s internal control over financial reporting 
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable 
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance 
with generally accepted accounting principles, and that receipts and expenditures of the company are being made 
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable 
assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of the 
company’s assets that could have a material effect on the financial statements. 


Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that 
controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 


In our opinion, Limited Brands, Inc. and subsidiaries maintained, in all material respects, effective internal 
control over financial reporting as of January 30, 2010, based on the COSO criteria. 


We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States), the Consolidated Balance Sheets of Limited Brands, Inc. and subsidiaries as of January 30, 2010 
and January 31, 2009, and the related Consolidated Statements of Income, Total Equity, and Cash Flows for each 
of the three years in the period ended January 30, 2010 of Limited Brands, Inc. and subsidiaries, and our report 
dated March 26, 2010 expressed an unqualified opinion thereon. 


/s/ Ernst & Young LLP 


Columbus, Ohio 
March 26, 2010 
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Report of Independent Registered Public Accounting Firm on Consolidated Financial Statements 


To the Board of Directors and Shareholders of 
Limited Brands, Inc.: 


We have audited the accompanying Consolidated Balance Sheets of Limited Brands, Inc. and subsidiaries as of 
January 30, 2010 and January 31, 2009, and the related Consolidated Statements of Income, Total Equity, and 
Cash Flows for each of the three years in the period ended January 30, 2010. These financial statements are the 
responsibility of the Company’s management. Our responsibility is to express an opinion on these financial 
statements based on our audits. 


We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board 
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 


In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated 
financial position of Limited Brands, Inc. and subsidiaries at January 30, 2010 and January 31, 2009, and the 
consolidated results of their operations and their cash flows for each of the three years in the period ended 
January 30, 2010, in conformity with U.S. generally accepted accounting principles. 


As discussed in Note 2 to the consolidated financial statements, in 2007 the Company adopted Financial 
Accounting Standards Board Accounting Standards Codification Topic 740, Income Taxes. 


We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States), Limited Brands, Inc. and subsidiaries’ internal control over financial reporting as of January 30, 
2010, based on criteria established in Internal Control-Integrated Framework issued by the Committee of 
Sponsoring Organizations of the Treadway Commission and our report dated March 26, 2010 expressed an 
unqualified opinion thereon. 


/s/ Ernst & Young LLP 


Columbus, Ohio 
March 26, 2010 
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LIMITED BRANDS, INC. 
CONSOLIDATED STATEMENTS OF INCOME 


(in millions except per share amounts) 


2009 2008 2007 
INGt Salés® scc2c tere cease hae eked AO aed oe ae Ae na cr ae aa Ne 28 $ 8,632 $9,043 $10,134 
Costs of Goods Sold, Buying and Occupancy ......... 00... eee eee (5,604) (6,037) (6,625) 
GPOSS PHONE: 355,55 e sesketied 59 Gott Soe de tetra Gd cheated oe het dat 4 dhe desea Ate agh eae es 3,028 3,006 3,509 
General, Administrative and Store Operating Expenses .................-000- (2,166) (2,311) (2,616) 
Impairment of Goodwill and Other Intangible Assets .................0-0055 (3) (215) (13) 
Gain-on Divestiture OF EXpress: ic... eases ea ee aides doseage ep ages’ — — 302 
Loss on Divestiture of Limited Stores .........0.00. 0000s — — (72) 
Net Gain on Joint Ventures .... 0.0.0... eee n eens 9 109 —- 
Operating Income: <ige0occ9s cess Sab She eh Oe Seah SESS Sued u eee es 868 589 1,110 
Interest EXPense:..9 cake oraheeed oh redoy bald ee ees kas toe eee wad aap ere ee marae (237) (181) (149) 
Interest INCOME 45.3654 43 date blAw Bio ids tee ye de ea boos Ohara 2 18 18 
Other IC Omi? sgh sesny sed aig hese Rta 2 BAG ee wade Bega Ae RG Real bode BALES 17 23 128 
Income Before Income: Taxes: ..225. 656 chs 6 dees t eee ono h eae e ed new ae 650 449 1,107 
Provision fOr INCOME Tax! © sics. gs ncessotow se dae ye tieee oer wane a Ales Redes Wwe AME eda a dete 202 233 411 
ING UGS? aise ia as ee sh peace etc ee The eee ea -tsg) Sete sao aes marae adeee nee cereete et cttattsl anauact™s 448 216 696 
Less: Net Income (Loss) Attributable to Noncontrolling Interest............... — (4) (22 ) 
Net Income Attributable to Limited Brands, Inc. ............... 00000000000 $ 448 $ 220 $ 718 
Net Income Attributable to Limited Brands, Inc. Per Basic Share .............. $ 139 $ 066 $ 1.91 
Net Income Attributable to Limited Brands, Inc. Per Diluted Share ............ $ 137 $ 0.65 $ 1.89 


The accompanying Notes are an integral part of these Consolidated Financial Statements. 
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LIMITED BRANDS, INC. 
CONSOLIDATED BALANCE SHEETS 
(in millions except per share amounts) 


January 30, January 31, 


i 
ASSETS 

Current Assets: 

Cash and Cash Equivalents. 00 sis cee eeaes oa nore eyed Ase. auld deat $1,804 $ 1,173 

Accounts: Recéivable: Net. 2.00 66.0 bh eG ARGS hte Pd ede HOE a A ees 219 236 

WNVEMEOMIES «3:2 a acted os eS tag ace ie Sik hee Oa Eta Bed, bE ee nN ee Rb ued a hea he 1,037 1,182 

Deferred Income Taxes’: )...66 06466 besa see eee so oe be bas bbe Mee eo 30 77 

OUST sease cto ess lecre york: Geen anecennte rear orcana vee ea reetnasen steed Soe ee enced Ure Wie es Bite sorts ies dest 160 199 
Total Current AssetS 0.0... 0.0... eee tenn een e teen eee ens 3,250 2,867 
Property and Equipment, Net ........ 0.0.0... cece eee 1,723 1,929 
GOOG WAI) eer a: Betsy hee c Gecaeete reeatetes se pile tec Stave. oo lehseas dees ar aestaus ested Sheuachee, auteooeie Deenectettatateas 1,442 1,426 
Trade Names and Other Intangible Assets, Net .......... 0.00. cece eee eee 594 580 
OUST AASSEES™ Sosy stint ae tedee nto leeia. sm chee wet ane eakped Pheu e caiman sone Hes anes Netaewer ah caen Bleeds 164 170 
Oba, ARSSOUS tease ets Geeks cc peg oda a tlie dees aoe eee ape roe ee Sie Beta $7,173 $ 6,972 

LIABILITIES AND EQUITY 

Current Liabilities: 

Accounts Payable: «..60c:c0 cea ge ea yee ard eet ee Sada vee eee bea eed $ 488 $ 494 

Accrued Expenses and: Other 2.0.0.0 shes deste i goat shed a ease aera SG, eee 693 669 

IMGGOME TAKS 5.g.0.5.3 6-3-9 Scs-degetscpedede deed ete ard ES eb atric Ebeteas b ea wae 141 92 
Total Current Liabilities 2.0.0.0... eee eee n eee ene 1,322 1,255 
Deferred: INGOmes Taxes: «44 scicesdsd dee Gea eee Oe eds a weds a Bhd ea ee ne 213 213 
Mom =term De Bt ies sos pecs as haces ave vee geplanace aapala ane alten an digo dlatcnn supa gra gens araacatens 2,723 2,897 
Other Long-term Liabilities. «.¢.c..c0 sis eacd een tee edd eee ere ee aad 731 732 
Shareholders’ Equity: 

Preferred Stock—$1.00 par value; 10 shares authorized; none issued ............ — — 

Common Stock—$0.50 par value; 1,000 shares authorized; 323 and 524 shares 

issued; 323 and 321 shares outstanding, respectively ..................0008. 161 262 

Paid-tn: Capital: s3.as%nseicecesste klong uae ed aks Geancch aide tab ae aeaaaa ec ean ehlecs es — 1,544 

Accumulated Other Comprehensive Income (Loss) ............00. 0 cece ee eee (15) (28) 

Retamed Farming: gicc2e5ch ee evreiace wis ola ded ial add aver acen ule bob depeamane Wed ganas Healt gaala dees 2,037 4,777 

Less: Treasury Stock, at Average Cost; 0 shares in 2009 and 203 shares in 2008 ... — (4,681) 
Total Limited Brands, Inc. Shareholders’ Equity ...... 0.0.0.0... e ee eee eee 2,183 1,874 
Noncontrolling Interest cc f.s.i/ ope deb olblg Haeiee aaa rhe ee ada Gara eck des, earache 1 1 
Total BQuyty: 2cc-0056-44s1e todd te tea deena eh eG Ne eased de ebb a ad dosnt 2,184 1,875 
Total Liabilities and Equity 2.¢sc4.005 4600 eV dS kaye GA ee aha ta een $7,173 $ 6,972 


The accompanying Notes are an integral part of these Consolidated Financial Statements. 
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LIMITED BRANDS, INC. 
CONSOLIDATED STATEMENTS OF TOTAL EQUITY 


(in millions except per share amounts) 


Accumulated Treasur 
__Common Stock _ Paid- Other Stock, at 
Shares Par In Comprehensive Retained Average Noncontrolling Total 
Outstanding Value Capital Income (Loss) Earnings Cost Interest Equity 
Balance, February 3, 2007 ........... 398 $ 262 $ 1,565 $(17) $4,277 — $(3,132) $71 $ 3,026 
Capital Contributions from 
Noncontrolling Interest and Other .... —_ — 6 6 
Adoption of Financial Accounting 
Standards Board Accounting Standards 
Codification Subtopic 740, Income 
ONES: sieve hted dpcte eddie jets xed pode a ed (10) — -— (10) 
Comprehensive Income (Loss): 
Net Income (Loss)............... 718 —_ (22) 696 
Foreign Currency Translation ...... 37 — —_— — 37 
Unrealized Loss on Cash Flow 
HOA SES) cs. vecsehdvirecdincannese (64) — _ —_ (64) 
Reclassification of Cash Flow 
Hedges to Earnings ............ 715 —_ —_— —_— 715 
Total Comprehensive Income (Loss) .... 48 718 no (22) 744 
Cash Dividends ($0.60 per share) ....... (227) — — (227) 
Repurchase of Common Stock ......... (59) — (1,410) —_— (1,410) 
Exercise of Stock Options and Other .... i —_ (15) —_ _— 160 —_— 145 
Balance, February 2, 2008 ........... 346 $ 262 $ 1,550 $ 31 $4,758  $(4,382) $55 $ 2,274 
Capital Contributions from 
Noncontrolling Interest and Other .... —_ —_ 4 4 
Divestiture of Personal Care Business ... — — (54) (54) 
Comprehensive Income (Loss): 
Net Income (Loss)............... 220 — (4) 216 
Foreign Currency Translation ...... (34) — ~- — (34) 
Unrealized Gain on Cash Flow 
HCA S68 se jsarecia cna eis aherein tase 65 —_ —_— — 65 
Reclassification of Cash Flow 
Hedges to Earnings ............ (90) — — — (90) 
Total Comprehensive Income (Loss) .... (59) 220 — (4) 157 
Cash Dividends ($0.60 per share) ....... (201) a — (201) 
Repurchase of Common Stock ......... (28) — (371) —_— (371) 
Exercise of Stock Options and Other .... 3 — (6) — — 72 — 66 
Balance, January 31, 2009 ........... 321 $262 $ 1,544 $(28) $4,777  $(4,681) $1 $ 1,875 
Comprehensive Income (Loss): 
Net Income (Loss) ............... 448 — — 448 
Foreign Currency Translation ...... (2) — — — (2) 
Unrealized Loss on Cash Flow 
FEA SES. ya. 4 Sige gearevipstoe woe ele-dee (56) — — —_— (56) 
Reclassification of Cash Flow 
Hedges to Earnings ............ 71 —_ —_— —_— 71 
Total Comprehensive Income (Loss) .... 13 448 — —_— 461 
Cash Dividends ($0.60 per share) ...... . (193) — —_— (193) 
Treasury Share Retirement ............ — (01) (1,545) — (2,995) 4,641 —_ = 
Exercise of Stock Options and Other .... —_ 1 —_ —_ 40 — 41 
Balance, January 30, 2010 ........... 323 $161 $ — $15) $2,037 $ — $ 1 $ 2,184 


The accompanying Notes are an integral part of these Consolidated Financial Statements. 
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LIMITED BRANDS, INC. 
CONSOLIDATED STATEMENTS OF CASH FLOWS 
(in millions) 


2009 2008 2007 


Operating Activities 
ING tA COME? asa so fae.6. 6s oth up. Slee aad Denese are aes ae dae Bee we ohelald gated ob Rae GUE $ 448 $ 216 $ 696 
Adjustments to Reconcile Net Income to Net Cash Provided by (Used for) 

Operating Activities: 


Depreciation and Amortization of Long-lived Assets ..................00. 393 377 385 
Amortization of Landlord Allowances .......... 0000s eee cece nents (36) (34) (33) 
Goodwill and Intangible Asset Impairment Charges ...................0.-. 3 215 13 
Deterred Income: Taxes: : 260d cen e ome ceed Se eaeas eda obeewed ees 49 46 (5) 
Excess Tax Benefits From Share-based Compensation ...................- — (2) (28) 
Share-based Compensation Expense .......... 0.0.0.0. cece eee ee eee 40 35 44 
Net Gain on Joint Ventures .... 0.0... 0. ete een eee (9) (109) — 
Gain on Distribution from Express ........ 0.0.0 c eee eet eee ae — (13) — 
Gain-on Divestiture Of EXpress ois.2 oi adobe eee wadea eda Oe Sea alee Had — — (302) 
Loss on Divestiture of Limited Stores ........ 0.0.0.0. 0c cece — — 72 
Gain on Distribution from Easton Town Center, LLC ..................0.. — — (100) 
Gains on Sales of Assets ...... 0.0.00 c ccc cette eee ens — — (37) 
Changes in Assets and Liabilities, Net of Assets and Liabilities from Acquisitions: 
Accounts: Receivable cn. ecewced tes ould ob ek. ek eed a hae eee a 22 103 (192) 
IMVONLOMMES an 8 cntshis*ticise Sees wre e ard acca ces ci tisiay ee eae dee ue eS 156 45 337 
Accounts Payable, Accrued Expenses and Other ............. 000.0000 eee 17 (39) (152) 
Income Taxes Payable ........ 0... ccc eee eee e nena 44 (39) (31) 
Other Assets and Liabilities 2.0.0... 00.0... 47 153 98 
Net Cash Provided by Operating Activities ........ 00.0.0... 0. cee ee eee eee ee 1,174 954 765 
Investing Activities 
Capital Expenditures. «¢:2c40 tthe bide ch w ace amend Sees Oe b eares dds eee awe (202) (479) (749) 
Net Proceeds from the Divestiture of Joint Venture ...............000 00 eee eee 9 159 oo 
Return of Capital from Express .... 0.0.0... eee ee —_— 95 —_— 
Proceeds from the Divestiture of Express, Net ........... 0.0.0.0... e eee eee ee — — 547 
Proceeds from the Distribution from Easton Town Center, LLC ................. — — 102 
Proceeds from Sale of Assets 2.0.0.0... 0.0 ccc cet tenes 32 — 97 
Other Investine AcuUvitles: g.5...c:.%e shee eielelars ap aberadpegas nasties agracaaa Marea uum een are (1) (15) 33 
Net Cash (Used for) Provided by Investing Activities .................0000 000) (162) (240) 30 
Financing Activities 
Proceeds from Long-term Debt, Net of Issuance and Discount Costs ............. 473 — 1,247 
Payments of Long-term Debt ........ 0.0... cece eee enn ene (656) (15) (7) 
Financing Costs Related to the Amendment of 5-Year Facility and Term Loan ..... (19) — —_— 
Repurchase of Common Stock ......... 0... cece eee eee e nee — (379) (1,402) 
Dividends: Paid «3 424 c:6<$4084 i tied aoe a eet es Sacer ee bid dipeten gh gob g (193) =(201) (227) 
Excess Tax Benefits from Share-based Compensation ....................00-- — 2 28 
Proceeds From Exercise of Stock Options and Other ................0..0 eee eee 8 31 82 
Net Cash Used for Financing Activities ..... 0.0.0... eee eee ene (387) (562) (279) 
Effects of Exchange Rate Changes on Cash ...... 0.0.0... eee eee eee eee 6 3 2 
Net Increase in Cash and Cash Equivalents ............ 0.0.0. c eee eee eee ee 631 155 518 
Cash and Cash Equivalents, Beginning of Year ......... 0.0.00. cece eee eee LATS 1,018 500 
Cash and Cash Equivalents, End of Year ........... 00.00. e cece eee eee eens $1,804 $1,173 $1,018 


The accompanying Notes are an integral part of these Consolidated Financial Statements. 


66 


LIMITED BRANDS, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. Description of Business and Summary of Significant Accounting Policies 
Description of Business 


Limited Brands, Inc. (the Company) operates in the highly competitive specialty retail business. The Company is 
a retailer of women’s intimate and other apparel, beauty and personal care products and accessories. The 
Company sells its merchandise through specialty retail stores in the United States and Canada, which are 
primarily mall-based, and through its websites, catalogue and other channels. The Company currently operates 
the following retail brands: 


e Victoria’s Secret 

e Pink 

e La Senza 

¢ Bath & Body Works 

¢ C.O. Bigelow 

e The White Barn Candle Company 
e Henri Bendel 


Fiscal Year 


The Company’s fiscal year ends on the Saturday nearest to January 31. As used herein, “2009”, “2008” and 
“2007” refer to the 52-week periods ending January 30, 2010, January 31, 2009 and February 2, 2008, 
respectively. 


Basis of Consolidation 


The Consolidated Financial Statements include the accounts of the Company and its subsidiaries. All significant 
intercompany balances and transactions have been eliminated in consolidation. The Consolidated Financial 
Statements include the results of Express and Limited Stores through their divestiture dates which were July 6, 
2007 and August 3, 2007, respectively. 


The Company’s Consolidated Financial Statements also include less than 100% owned variable interest entities 
in which the Company is designated as the primary beneficiary. 


The Company accounts for investments in unconsolidated entities where it exercises significant influence, but 
does not have control, using the equity method. Under the equity method of accounting, the Company recognizes 
its share of the investee net income or loss. Losses are only recognized to the extent the Company has positive 
carrying value related to the investee. Carrying values are only reduced below zero if the Company has an 
obligation to provide funding to the investee. The Company’s share of net income or loss of unconsolidated 
entities from which the Company purchases merchandise or merchandise components is included in Cost of 
Goods Sold, Buying and Occupancy on the Consolidated Statements of Income. The Company’s share of net 
income or loss of all other unconsolidated entities is included in Other Income (Expense) on the Consolidated 
Statements of Income. The Company’s equity investments are required to be tested for impairment when it is 
determined there may be an other than temporary loss in value. 


Subsequent to the divestitures of Express and Limited Stores, the Company’s remaining 25% ownership interest 
in each is accounted for under the equity method of accounting. The Company eliminates in consolidation 25% 
of merchandise sourcing sales to Express and Limited Stores consistent with the Company’s ownership 
percentage. 
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Cash and Cash Equivalents 


Cash and Cash Equivalents include cash on hand, demand deposits with financial institutions and highly liquid 
investments with original maturities of less than 90 days. The Company’s outstanding checks, which amounted to 
$76 million as of January 30, 2010 and $86 million as of January 31, 2009, are included in Accounts Payable on 
the Consolidated Balance Sheets. 


Concentration of Credit Risk 


The Company maintains cash and cash equivalents with various major financial institutions, as well as corporate 
commercial paper. Currently, the Company’s investment portfolio is comprised of U.S. and Canadian 
government obligations, U.S. Treasury and AAA-rated money market funds, bank time deposits, and highly- 
rated commercial paper. 


The Company monitors the relative credit standing of financial institutions and other entities with whom the 
Company transacts and limits the amount of credit exposure with any one entity. The Company also monitors the 
creditworthiness of entities to which the Company grants credit terms in the normal course of business and 
counterparties to derivative instruments. 


Inventories 


Inventories are principally valued at the lower of cost or market, on a weighted-average cost basis. 


The Company records valuation adjustments to its inventories if the cost of specific inventory items on hand 
exceeds the amount it expects to realize from the ultimate sale or disposal of the inventory. These estimates are 
based on management’s judgment regarding future demand and market conditions and analysis of historical 
experience. 


The Company also records inventory loss adjustments for estimated physical inventory losses that have occurred 
since the date of the last physical inventory. These estimates are based on management’s analysis of historical 
results and operating trends. 


Catalogue and Advertising Costs 


The Company capitalizes the direct costs of producing and distributing its catalogues and amortizes the costs 
over the expected future revenue stream, which is generally over a three month period from the date the 
catalogues are mailed. 


The Company’s capitalized direct response advertising costs amounted to $19 million and $27 million as of 
January 30, 2010 and January 31, 2009, respectively, and are included in Other Current Assets on the 
Consolidated Balance Sheets. All other advertising costs are expensed at the time the promotion first appears in 
media or in the store. Catalogue and advertising costs amounted to $459 million for 2009, $502 million for 2008 
and $507 million for 2007. 


Property and Equipment 


The Company’s property and equipment are recorded at cost and depreciation/amortization is computed on a 
straight-line basis using the following depreciable life ranges: 


Category of Property and Equipment Depreciable Life Range 
Software, including software developed for internal use ......... 3 - 7 years 
Store related ASSets: oi vse hated atiews se eas bow gad beh an weed a 3 - 10 years 
Leasehold improvements ............. 0.0.0. c ee eee eee Shorter of lease term or 10 years 
Non-store related building and site improvements .............. 10 - 15 years 
Other property and equipment ................... 00.00.0048. 20 years 
Buildings xc2.o fans dpe stig pad eage oaee e OG SSNS be ay eke Bea a 30 years 


When a decision has been made to dispose of property and equipment prior to the end of the previously estimated 
useful life, depreciation estimates are revised to reflect the use of the asset over the shortened estimated useful 
life. The Company’s cost of assets sold or retired and the related accumulated depreciation are removed from the 
accounts with any resulting gain or loss included in net income. Maintenance and repairs are charged to expense 
as incurred. Major renewals and betterments that extend useful lives are capitalized. 


Property and equipment are reviewed for impairment whenever events or changes in circumstances indicate that 
the carrying amount of the asset may not be recoverable. If the estimated undiscounted future cash flows related 
to the asset are less than the carrying value, the Company recognizes a loss equal to the difference between the 
carrying value and the estimated fair value, usually determined by the estimated discounted future cash flows of 
the asset. The Company estimates the fair value of property and equipment in accordance with the provisions of 
ASC Subtopic 820, Fair Value Measurements and Disclosures. 


Goodwill and Intangible Assets 


The Company has certain intangible assets resulting from business combinations that are recorded at cost. 
Intangible assets with finite lives are amortized primarily on a straight-line basis over their respective estimated 
useful lives ranging from 3 to 20 years. 


Intangible assets with finite lives are reviewed for impairment whenever events or changes in circumstances 
indicate that the carrying amount of the asset may not be recoverable. If the estimated undiscounted future cash 
flows related to the asset are less than the carrying value, the Company recognizes a loss equal to the difference 
between the carrying value and the estimated fair value, usually determined by the estimated discounted future 
cash flows of the asset. 


Goodwill represents the excess of the purchase price over the estimated fair value of the net assets acquired. 
Goodwill is not subject to periodic amortization. Goodwill is reviewed for impairment each year in the fourth 
quarter and may be reviewed more frequently if certain events occur or circumstances change. The impairment 
review is performed by comparing each reporting unit’s carrying value to its estimated fair value, determined 
through either estimated discounted future cash flows or market-based methodologies. If the carrying value 
exceeds the estimated fair value, the Company determines the fair value of all assets and liabilities of the 
reporting unit, including the implied fair value of goodwill. If the carrying value of goodwill exceeds the implied 
fair value, the Company recognizes an impairment charge equal to the difference. 


Intangible assets with indefinite lives are reviewed for impairment each year in the fourth quarter and may be 
reviewed more frequently if certain events occur or circumstances change. The impairment review is performed 
by comparing the carrying value to the estimated fair value, usually determined by the estimated discounted 
future cash flows of the asset. 


The Company estimates the fair value of goodwill and intangible assets in accordance with the provisions of 
ASC Subtopic 820, Fair Value Measurements and Disclosures. If future economic conditions are different than 
those projected by management, future impairment charges may be required. 


Leases and Leasehold Improvements 


The Company has leases that contain predetermined fixed escalations of minimum rentals and/or rent abatements 
subsequent to taking possession of the leased property. The Company recognizes the related rent expense on a 
straight-line basis commencing upon store possession date. The Company records the difference between the 
recognized rental expense and amounts payable under the leases as deferred lease credits. The Company’s 
liability for predetermined fixed escalations of minimum rentals and/or rent abatements amounted to $97 million 
as of January 30, 2010 and $90 million as of January 31, 2009. These liabilities are included in Other Long-term 
Liabilities on the Consolidated Balance Sheets. 
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The Company receives allowances from landlords related to its retail stores. These allowances are generally 
comprised of cash amounts received by the Company from its landlords as part of the negotiated lease terms. The 
Company records a receivable and a landlord allowance at the lease commencement date (date of initial 
possession of the store). The deferred lease credit is amortized on a straight-line basis as a reduction of rent 
expense over the term of the lease (including the pre-opening build-out period) and the receivable is reduced as 
amounts are received from the landlord. The Company’s unamortized portion of landlord allowances, which 
amounted to $210 million as of January 30, 2010 and $224 million as of January 31, 2009, is included in Other 
Long-term Liabilities on the Consolidated Balance Sheets. 


The Company also has leasehold improvements which are amortized over the shorter of their estimated useful 
lives or the period from the date the assets are placed in service to the end of the initial lease term. Leasehold 
improvements made after the inception of the initial lease term are depreciated over the shorter of their estimated 
useful lives or the remaining lease term, including renewal periods, if reasonably assured. 


Foreign Currency Translation 


The functional currency of the Company’s foreign operations is generally the applicable local currency. Assets 
and liabilities are translated into U.S. dollars using the current exchange rates in effect as of the balance sheet 
date, while revenues and expenses are translated at the average exchange rates for the period. The Company’s 
resulting translation adjustments are recorded as a component of Accumulated Other Comprehensive Income 
(Loss) within the Consolidated Statements of Total Equity. 


Derivative Financial Instruments 


The Company uses derivative instruments designated as cash flow hedges and non-designated derivative 
instruments to manage exposure to foreign currency exchange rates and interest rates. The Company does not use 
derivative financial instruments for trading purposes. All derivative financial instruments are recorded on the 
Consolidated Balance Sheets at fair value. For additional information, see Note 14, “Fair Value Measurements.” 


For derivative instruments that are designated and qualify as cash flow hedges, the effective portion of the gain 
or loss on the derivative instrument is reported as a component of other comprehensive income and reclassified 
into earnings in the same period during which the hedged transaction affects earnings. Gains and losses on the 
derivative representing either hedge ineffectiveness or hedge components excluded from the assessment of 
effectiveness are recognized in current earnings. 


For derivative instruments that are not designated as hedging instruments, the gain or loss on the derivative 
instrument is recognized in current earnings. 


Fair Value of Financial Instruments 


The authoritative guidance included in ASC Subtopic 820, Fair Value Measurements and Disclosure, defines fair 
value as the exchange price that would be received for an asset or paid to transfer a liability (an exit price) in the 
principal or most advantageous market for the asset or liability in an orderly transaction between market 
participants. This authoritative guidance further establishes a three-level fair value hierarchy that prioritizes the 
inputs used to measure fair value. This hierarchy requires entities to maximize the use of observable inputs and 
minimize the use of unobservable inputs. The three levels of inputs used to measure fair value are as follows: 


¢ Level 1—Quoted market prices in active markets for identical assets or liabilities. 


e Level 2—Observable inputs other than quoted market prices included in Level 1, such as quoted prices 
of similar assets and liabilities in active markets; quoted prices for identical or similar assets and 
liabilities in markets that are not active; or other inputs that are observable or can be corroborated by 
observable market data. 
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e Level 3—Unobservable inputs that are supported by little or no market activity and that are significant 
to the fair value of the assets and liabilities. This includes certain pricing models, discounted cash flow 
methodologies and similar techniques that use significant unobservable inputs. 


Income Taxes 


The Company accounts for income taxes under the asset and liability method. Under this method, the amount of 
taxes currently payable or refundable are accrued and deferred tax assets and liabilities are recognized for the 
estimated future tax consequences attributable to differences between the financial statement carrying amounts of 
existing assets and liabilities and their respective tax bases. Deferred tax assets are also recognized for realizable 
operating loss and tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted income 
tax rates in effect for the year in which those temporary differences are expected to be recovered or settled. The 
effect on deferred tax assets and liabilities of a change in income tax rates is recognized in the Company’s 
Consolidated Statement of Income in the period that includes the enactment date. A valuation allowance is 
recorded to reduce the carrying amounts of deferred tax assets if it is more likely than not that such assets will 
not be realized. 


In determining the Company’s provision for income taxes, it uses an annual effective income tax rate based on 
annual income, permanent differences between book and tax income and statutory income tax rates. The 
Company adjusts the annual effective income tax rate as additional information on outcomes or events becomes 
available. The Company’s effective income tax rate is affected by items including changes in tax law, the tax 
jurisdiction of new stores or business ventures and the level of earnings. 


The Company follows the authoritative guidance included in ASC Subtopic 740, Income Taxes, which contains a 
two-step approach to recognizing and measuring uncertain tax positions. The first step is to evaluate the tax 
position for recognition by determining if the available evidence indicates it is more likely than not that the 
position will be sustained on audit, including resolution of related appeals or litigation processes, if any. The 
second step is to measure the tax benefit as the largest amount which is more than 50% likely of being realized 
upon ultimate settlement. The Company considers many factors when evaluating and estimating its tax positions 
and tax benefits, which may require periodic adjustments and which may not accurately forecast actual 
outcomes. 


The Company’s income tax returns, like those of most companies, are periodically audited by domestic and 
foreign tax authorities. These audits include questions regarding the Company’s tax filing positions, including the 
timing and amount of deductions and the allocation of income among various tax jurisdictions. At any one time, 
multiple tax years are subject to audit by the various tax authorities. The Company records an accrual for more 
likely than not exposures after evaluating the positions associated with its various income tax filings. A number 
of years may elapse before a particular matter for which the Company has established an accrual is audited and 
fully resolved or clarified. The Company adjusts its tax contingencies accrual and income tax provision in the 
period in which matters are effectively settled with tax authorities at amounts different from its established 
accrual, when the statute of limitations expires for the relevant taxing authority to examine the tax position or 
when more information becomes available. The Company includes its tax contingencies accrual, including 
accrued penalties and interest, in Other Long-term Liabilities on the Consolidated Balance Sheets unless the 
liability is expected to be paid within one year. Changes to the tax contingencies accrual, including accrued 
penalties and interest, are included in Provision for Income Taxes on the Consolidated Statements of Income. 


Self Insurance 


The Company is self-insured for medical, workers’ compensation, property, general liability and automobile 
liability up to certain stop-loss limits. Such costs are accrued based on known claims and an estimate of incurred 
but not reported (“IBNR”) claims. IBNR claims are estimated using historical claim information and actuarial 
estimates. 
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Noncontrolling Interest 


Noncontrolling interest represents the portion of equity interests of consolidated affiliates not owned by the 
Company. 


Share-based Compensation 


The Company accounts for share-based employee compensation in accordance with authoritative guidance 
included in ASC Subtopic 718, Compensation—Stock Compensation, which requires all share-based payments to 
employees and directors to be recognized in the financial statements as compensation cost over the service period 
based on their estimated fair value on the date of grant. 


Compensation cost is recognized over the service period on a straight-line basis for the fair value of awards that 
actually vest. Compensation expense for stock options is recognized, net of forfeitures, using a single option 
approach (each option is valued as one grant, irrespective of the number of vesting tranches). Compensation cost 
for restricted stock is recognized, net of forfeitures, on a straight-line basis over the requisite service period. 


During 2007, 2008 and 2009, the Company followed a policy of issuing treasury shares to satisfy award exercises 
or conversions. 


Revenue Recognition 


The Company recognizes sales upon customer receipt of the merchandise, which for direct response revenues 
reflects an estimate of shipments that have not yet been received by the customer based on shipping terms and 
estimated delivery times. The Company’s shipping and handling revenues are included in Net Sales with the 
related costs included in Costs of Goods Sold, Buying and Occupancy on the Consolidated Statements of 
Income. The Company also provides a reserve for projected merchandise returns based on prior experience. Net 
Sales exclude sales tax collected from customers. 


The Company’s brands sell gift cards with no expiration dates to customers. The Company does not charge 
administrative fees on unused gift cards. The Company recognizes income from gift cards when they are 
redeemed by the customer. In addition, the Company recognizes income on unredeemed gift cards when it can 
determine that the likelihood of the gift card being redeemed is remote and that there is no legal obligation to 
remit the unredeemed gift cards to relevant jurisdictions (gift card breakage). The Company determines the gift 
card breakage rate based on historical redemption patterns. The Company accumulated enough historical data to 
determine the gift card breakage rate at Bath & Body Works during the fourth quarter of 2005 and Victoria’s 
Secret during the fourth quarter of 2007. Gift card breakage is included in Net Sales in the Consolidated 
Statements of Income. 


During the fourth quarter of 2007, the Company recognized $48 million in pre-tax income related to the initial 
recognition of gift card breakage at Victoria’s Secret. 


Additionally, the Company recognizes revenue associated with merchandise sourcing services provided to third 
parties, consisting of former subsidiaries as well as other third parties. Revenue is recognized at the time the title 
passes to the customer. 


Costs of Goods Sold, Buying and Occupancy 


The Company’s costs of goods sold include merchandise costs, net of discounts and allowances, freight and 
inventory shrinkage. The Company’s buying and occupancy expenses primarily include payroll, benefit costs and 
operating expenses for its buying departments and distribution network, rent, common area maintenance, real 
estate taxes, utilities, maintenance, fulfillment expenses, catalogue amortization and depreciation for the 
Company’s stores, warehouse facilities and equipment. 
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General, Administrative and Store Operating Expenses 


The Company’s general, administrative and store operating expenses primarily include payroll and benefit costs 
for its store-selling and administrative departments (including corporate functions), marketing, advertising and 
other operating expenses not specifically categorized elsewhere in the Consolidated Statements of Income. 


Use of Estimates in the Preparation of Financial Statements 


The preparation of financial statements in conformity with generally accepted accounting principles requires 
management to make estimates and assumptions that affect the reported amounts of assets and liabilities at the 
date of the financial statements and the reported amounts of revenues and expenses during the reporting period, 
as well as the related disclosure of contingent assets and liabilities at the date of the financial statements. Actual 
results may differ from those estimates and the Company revises its estimates and assumptions as new 
information becomes available. 


2. New Accounting Pronouncements and Changes in Accounting Principle 
New Accounting Pronouncements 


Accounting Standards Codification (“Codification”) and the Hierarchy of Generally Accepted Accounting 
Principles (“GAAP”) 


In June 2009, the Financial Accounting Standards Board (“FASB”) issued ASC Subtopic 105, Generally 
Accepted Accounting Principles, which reorganizes the thousands of U.S. GAAP pronouncements into roughly 
90 accounting topics and displays all topics using a consistent structure. It also includes relevant Securities and 
Exchange Commission (“SEC”) guidance that follows the same topical structure in separate sections in the 
Codification. In the third quarter of 2009, the Company changed its historical U.S. GAAP references to comply 
with the Codification. The adoption of this guidance did not impact the Company’s results of operations, 
financial condition or liquidity since the Codification is not intended to change or alter existing U.S. GAAP. 


Subsequent Events 


In May 2009, the FASB issued authoritative guidance included in ASC Subtopic 855, Subsequent Events, which 
incorporates guidance on subsequent events into authoritative accounting literature and clarifies the time 
following the balance sheet date that must be considered for subsequent events disclosures in the financial 
statements. In the second quarter of 2009, the Company adopted this guidance which requires disclosure of the 
date through which subsequent events have been reviewed. This guidance did not change the Company’s 
procedures for reviewing subsequent events. In February 2010, the FASB issued Accounting Standards Update 
(“ASU”) 2010-09 to amend ASC Subtopic 855, Subsequent Events, to not require disclosure of the date through 
which management evaluated subsequent events in the financial statements for either originally issued financial 
statements or reissued financial statements. 


Derivative Instruments and Hedging Activities 


In March 2008, the FASB issued authoritative guidance included in ASC Subtopic 815, Derivatives and 
Hedging, which requires disclosures about the fair value of derivative instruments and their gains or losses in 
tabular format as well as disclosures regarding credit-risk-related contingent features in derivative agreements, 
counterparty credit risk and strategies and objectives for using derivative instruments. This guidance amends and 
expands previously released authoritative guidance and became effective prospectively beginning in 2009. In the 
first quarter of 2009, the Company adopted this guidance. For additional information, see Note 13, “Derivative 
Instruments.” 
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Consolidation 


In December 2007, the FASB issued authoritative guidance included in ASC Subtopic 810, Consolidation, which 
modifies reporting for noncontrolling interest (minority interest) in consolidated financial statements. This 
guidance requires noncontrolling interest to be reported in equity and establishes a new framework for 
recognizing net income or loss and comprehensive income or loss by the controlling interest. This guidance 
further requires specific disclosures regarding changes in equity interest of both the controlling and 
noncontrolling parties and presentation of the noncontrolling equity balance and income or loss for all periods 
presented. This guidance became effective for interim and annual periods in fiscal years beginning after 
December 15, 2008. This guidance is applied prospectively upon adoption, however the presentation and 
disclosure requirements are applied retrospectively. In the first quarter of 2009, the Company adopted this 
guidance recharacterizing minority interest as a noncontrolling interest and classifying it as a component of 
equity in its consolidated financial statements. On June 15, 2009, the Company filed a Current Report on Form 
8-K to reflect the retrospective application to the Company’s Annual Report on Form 10-K for the year ended 
January 31, 2009. 


Fair Value Measurements 


In September 2006, the FASB issued authoritative guidance included in ASC Subtopic 820, Fair Value 
Measurements and Disclosures, which provides guidance for fair value measurement of assets and liabilities and 
instruments measured at fair value that are classified in shareholders’ equity. This guidance defines fair value, 
establishes a fair value measurement framework and expands fair value disclosures. It emphasizes that fair value 
is market-based with the highest measurement hierarchy level being market prices in active markets. This 
guidance requires fair value measurements be disclosed by hierarchy level, an entity to include its own credit 
standing in the measurement of its liabilities and modifies the transaction price presumption. 


In February 2008, the FASB delayed the effective date for this guidance to fiscal years beginning after 
November 15, 2008 for all nonfinancial assets and nonfinancial liabilities, except those that are recognized or 
disclosed at fair value in the financial statements on a recurring basis (at least annually). 


Accordingly, as of February 3, 2008, the Company adopted the authoritative guidance for financial assets and 
liabilities only on a prospective basis. As of February 1, 2009, the Company adopted the remaining provisions. 
The adoption of this guidance did not have a significant impact on the Company’s results of operations, financial 
condition or liquidity. For additional information, see Note 14, “Fair Value Measurements.” 


In January 2010, the FASB issued Accounting Standard Update 2010-06, which amends ASC Subtopic 820, Fair 
Value Measurement and Disclosures. This guidance requires new disclosures and provides amendments to 
clarify existing disclosures. The new requirements include disclosing transfers in and out of Levels 1 and 2 fair 
value measurements and the reasons for the transfers and further disaggregating activity in Level 3 fair value 
measurements. The clarification of existing disclosure guidance includes further disaggregation of fair value 
measurement disclosures for each class of assets and liabilities and providing disclosures about the valuation 
techniques and inputs used to measure fair value for both recurring and nonrecurring fair value measurements. 
This guidance is effective for interim and annual reporting periods beginning after December 15, 2009, except 
for the new disclosures regarding the activity in Level 3 measurements, which will be effective for fiscal years 
beginning after December 15, 2010, and for interim periods within those fiscal years. The Company will adopt 
this guidance for the fiscal period beginning January 31, 2010, except for the new disclosure regarding the 
activity in Level 3 measurements, which the Company will adopt for the fiscal period beginning January 30, 
2011. 


Changes in Accounting Principle 
Income Taxes 


Effective February 4, 2007, the Company adopted authoritative guidance included in ASC Subtopic 740, Income 
Taxes. Upon adoption, the Company recognized an additional $10 million liability for unrecognized tax benefits, 
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which was accounted for as a reduction to the Company’s opening balance of retained earnings on February 4, 
2007. For additional information, see Note 11, “Income Taxes.” 


3. Earnings Per Share 


Earnings per basic share is computed based on the weighted-average number of outstanding common shares. 
Earnings per diluted share include the weighted-average effect of dilutive options and restricted stock on the 
weighted-average shares outstanding. 


The following table provides shares utilized for the calculation of basic and diluted earnings per share for 2009, 
2008 and 2007: 


2009 = 2008 2007 
(in millions) 
Weighted-average Common Shares: 


MSSUGE Shares 524 315.585 pet Se toed pee 8 oercks a cessheed deaididestiddpacanecdcs) ache anscgemicedanare Soaleueatcaatacd 524 524 524 

Treasury Shares s904 ic cccteee st ota eos tidaddadtaoi de esas eee bes (202) (189) (149) 
Basic Shares. iscsi sane n swe Ge tawche na wks eee aes Ake eae alee esate s 322 335 375 
Effect of Dilutive Options and Restricted Stock... 20... 0... eee ee 5 2 5 
Diluted Shares: 4 33..54-0600 0608 Gan oer end adaie ebb eed ed bode e o-oo See eM 327 ©9337 = 380 
Anti-dilutive Options (@)scccee ei cota gee ine been do ee ees dae obeeeas ten 12 15 9 


(a) These options were excluded from the calculation of diluted earnings per share because their inclusion 
would have been anti-dilutive. 


4. Divestitures 
Joint Venture 


In April 2008, the Company and its investment partner completed the divestiture of a joint venture, which the 
Company consolidated, to a third-party. The Company recognized a pre-tax gain of $128 million and received 
pre-tax proceeds of $168 million on the divestiture. The pre-tax gain is included in Net Gain on Joint Ventures on 
the 2008 Consolidated Statement of Income. Total proceeds included $24 million, which was to be held in 
escrow until September 2009 to cover any post-closing contingencies. In December 2008, $15 million of $24 
million in funds held in escrow were distributed to the Company. In September 2009, the remaining $9 million in 
funds held in escrow were distributed to the Company. 


Express 


On July 6, 2007, the Company completed the divestiture of 75% of its ownership interest in Express to affiliates 
of Golden Gate Capital for pre-tax net cash proceeds of $547 million. The Company recorded a pre-tax gain on 
the divestiture of $302 million. For additional information, see Note 9, “Equity Investments and Other.” 


Limited Stores 


On August 3, 2007, the Company completed the divestiture of 75% of its ownership interest in Limited Stores to 
affiliates of Sun Capital. As part of the agreement, Sun Capital contributed $50 million of equity capital into the 
business and arranged a $75 million credit facility. The Company recorded a pre-tax loss on the divestiture of 
$72 million. For additional information, see Note 9, “Equity Investments and Other.” 
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5. Restructuring Activities 
2008 


During the fourth quarter of 2008, the Company initiated a restructuring program designed to resize the 
Company’s corporate infrastructure and to adjust for the impact of the current retail environment. This program 
resulted in the elimination of approximately 400 positions (or 10%) of the Company’s corporate and home office 
headcount. The Company recognized a pre-tax charge consisting of severance and related costs of $23 million for 
the fiscal year ended January 31, 2009. These costs are included in General, Administrative and Store Operating 
Expenses on the 2008 Consolidated Statement of Income. The Company made cash payments of $15 million in 
2009 related to this restructuring program. In addition, the liability was further reduced by $2 million in 2009 
related to changes in estimates. The remaining balance of $6 million is included in Accrued Expenses and Other 
on the Consolidated Balance Sheet as of January 30, 2010. 


2007 


In 2007, the Company completed a restructuring program designed to resize the Company’s corporate 
infrastructure and to adjust for the impact of the Apparel divestitures. This program resulted in the elimination of 
approximately 500 positions (or 10%) of the Company’s corporate and home office headcount through position 
eliminations and transfers to Express and Limited Stores. The Company recognized pre-tax charges consisting 
primarily of severance and related costs of $34 million for the fiscal year ended February 2, 2008. These costs 
are included in General, Administrative and Store Operating Expenses on the 2007 Consolidated Statement of 
Income. The Company also recognized $25 million in gains related to the sale of corporate aircraft. These gains 
are included in General, Administrative and Store Operating Expenses on the 2007 Consolidated Statement of 
Income. 


6. Inventories 


The following table provides inventories as of January 30, 2010 and January 31, 2009: 
January 30, January 31, 
2010 2009 


(in millions) 


Finished Goods Merchandise .......... 0.0000 cece eee e ee eee eee ene $ 973 $1,101 
Raw Materials and Merchandise Components ...................0-0-, 64 81 
Total Inventories ........... 000... cece eee een eee $1,037 $1,182 


During the second quarter of 2007, the Company recognized a pre-tax charge of $19 million related to excess raw 
material and component inventory at Bath & Body Works. This cost was included in Cost of Goods Sold, Buying 
and Occupancy on the 2007 Consolidated Statement of Income. 
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7. Property and Equipment, Net 
The following table provides property and equipment, net as of January 30, 2010 and January 31, 2009: 


January 30, January 31, 
2010 (09 


(in millions) 


Lean see Gh ood adhe fee cee ean ba ean noe eee eee ea $ 660 $ 60 
Buildings and Improvements ............. 0.000. e eee eee eee ee 390 392 
Furniture, Fixtures, Software and Equipment ......................0-. 2,429 2,375 
Leaseholds and Improvements ........... 0.0.0: cece eee eee eee 1,151 1,085 
Construction im Progress... 348 oi pondrecte tale rsegt ob aee bags eed Geos 28 119 
EM OU AM sis, eget: areeucend ce, Spade sten eat Gore anak adda OR, are Medea ts wpe. one sete e fote 4,058 4,031 
Accumulated Depreciation and Amortization ........... 0.00000 e eee (2,335) (2,102) 
Property and Equipment, Net ............. 0.0.00. c eee eee ee eee $ 1,723 $ 1,929 


Depreciation expense was $387 million in 2009 and $371 million in both 2008 and 2007. 


8. Goodwill, Trade Names and Other Intangible Assets, Net 
Goodwill 


The following table provides the rollforward of goodwill for the fiscal years ended January 30, 2010 and 
January 31, 2009: 


Victoria’s Bath & Body 


Secret Works Other Total 
(in millions) 
Balance as of February 2, 2008 ................... $1,057 $628 $48 $1,733 
Divestiture: 304.405 $3.6 Seta die berbawe-itane bh bace ened oe His — — (48) (48) 
TiMpPalPMeENe, 64,6. uige cba 8 OS ha ne Rae ak HO wee A (189) — — (189) 
Foreign Currency Translation ...............0.00005 (70) — — (70) 
Balance as of January 31, 2009 ................... 7198 628 — 1,426 
Foreign Currency Translation ...................... 16 —_ — 16 
Balance as of January 30, 2010 ................... $ 814 $628 $— $1,442 


Intangible Assets—Indefinite Lives 


Intangible assets with indefinite lives represent the Victoria’s Secret, Bath & Body Works and La Senza trade 
names. These assets totaled $566 million as of January 30, 2010 and $548 million as of January 31, 2009 and are 
included in Trade Names and Other Intangible Assets, Net on the Consolidated Balance Sheets. 
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Intangible Assets—Finite Lives 
The following table provides intangible assets with finite lives as of January 30, 2010 and January 31, 2009: 
January 30, January 31, 
2010 2009 


(in millions) 


Intéllectiial Property ..2dcscccctondewtess de} Pedwdsee eee ede ee daa $ 41 $ 41 
Wrademarks/ Brands) ss .cse tod pe a audvane doedve aay te sag ao Aide BuaeeLgyagnacang ea 19 19 
Licensing Agreements and Customer Relationships ................... 23 21 
Favorable Operating Leases: ..3.6.5.00:06 ses dediee ae yess eels Hedaos wee 19 18 
Total oped esis tdi eeseo be bhotisiedieatietitechhehiedees 102 99 
Accumulated Amortization .......0.0.00 0000 cece eee eee (74) (67) 
Intangible Assets, Net ......... 00.0. cette eens $ 28 $ 32 


Amortization expense was $6 million for 2009 and 2008 and $14 million for 2007. Estimated future annual 
amortization expense will be approximately $7 million in each of 2010 and 2011, $5 million in 2012, $4 million 
in 2013 and $5 million thereafter. 


Impairment Charges 
La Senza 


In conjunction with the January 2007 acquisition of La Senza, the Company recorded $313 million in goodwill, 
$170 million in intangible assets with indefinite lives and $26 million in intangible assets with finite lives. These 
assets are included in the La Senza reporting unit which is part of the Victoria’s Secret reportable segment. 


2008 


In the fourth quarter of 2008, the Company completed its annual impairment testing. During the latter half of 
2008, La Senza’s operating results were negatively impacted by the global economic downturn and the resulting 
impact on the Canadian retail environment. As part of the annual impairment evaluation, the Company assessed 
the recoverability of goodwill using a discounted cash flow methodology. The Company concluded that the 
carrying value of the La Senza goodwill exceeded the implied fair value based on the estimated fair value of the 
La Senza reporting unit. Accordingly, the Company recorded a goodwill impairment charge of $189 million. The 
goodwill impairment charge is included in Impairment of Goodwill and Other Intangible Assets on the 2008 
Consolidated Statement of Income. 


Prior to completing the goodwill impairment evaluation, the Company performed its annual impairment analysis 
for indefinite-lived trade names. Based on its evaluation using a relief from royalty methodology, the Company 
concluded that certain La Senza trade name assets were impaired. Accordingly, the Company recorded an 
impairment charge of $25 million to reduce the carrying value of these assets to their estimated fair values. The 
Company also recognized a $1 million impairment charge related to a finite lived trade name asset. These 
impairment charges are included in Impairment of Goodwill and Other Intangible Assets on the 2008 
Consolidated Statement of Income. 


2009 


In the fourth quarter of 2009, the Company made the decision to exit the La Senza Girl business and recorded an 
impairment charge of $3 million to write-off the La Senza Girl trade name and other minor trade names. This 
impairment charge is included in Impairment of Goodwill and Other Intangible Assets on the 2009 Consolidated 
Statement of Income. 
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Personal Care Joint Venture 


In February 2007, the Company acquired a personal care products business along with an investment partner. Net 
assets of the acquired business consisted primarily of goodwill. During the second quarter of 2007, the Company 
and its investment partner made a decision to close the operations of the acquired business. Based on this 
decision, the Company completed a valuation of the acquired business trade name, which the Company continues 
to use. Based on the Company’s evaluation, $12 million of the $25 million purchase price was allocated to the 
trade name. The remaining $13 million was recognized as an impairment charge in the second quarter of 2007. 
The Company recognized the investment partner’s portion of the impairment charge of $6 million in 
Noncontrolling Interest on the 2007 Consolidated Statement of Income. 


9. Equity Investments and Other 
Express 


In July 2007, the Company completed the divestiture of 75% of its ownership interest in Express. In conjunction 
with the transaction, the Company and Express entered into transition services agreements whereby the Company 
provides support to Express in various operational areas including logistics, technology and merchandise 
sourcing. The terms of these transition services arrangements varied and ranged from 3 months to 3 years. 


In October 2009, the Company entered into new agreements with Express whereby the Company will continue to 
provide logistics services and lease office space. These agreements are effective beginning in February 2010 and 
extend through April 2016 with certain renewal options. The Company also continues to provide sourcing 
services to Express. 


The Company recognized merchandise sourcing revenue from Express of $344 million in 2009, $435 million in 
2008 and $353 million in 2007. These amounts are net of the elimination of 25% of the gross merchandise 
sourcing revenue consistent with the Company’s ownership percentage. The Company’s accounts receivable 
from Express for merchandise sourcing and other services provided in accordance with the terms and conditions 
of the transition services agreements totaled $80 million as of January 30, 2010, $92 million as of January 31, 
2009 and $151 million as of February 2, 2008. 


In March 2008, Express distributed cash to its owners and the Company received $41 million. The Company’s 
portion representing a return of capital is $28 million and is included in Return of Capital from Express within 
the Investing Activities section of the 2008 Consolidated Statement of Cash Flows. The remaining $13 million is 
considered a return on capital and is included in Other Assets and Liabilities within the Operating Activities 
section of the 2008 Consolidated Statement of Cash Flows. 


In July 2008, Express distributed additional cash to its owners and the Company received $71 million. The 
Company’s portion representing a return of capital is $67 million with the remaining $4 million representing a 
return on capital. The proceeds received from the cash distribution were in excess of the Company’s carrying 
value of the investment in Express. As a result, the carrying value was reduced to zero as of the date of the cash 
distribution and a pre-tax gain of approximately $13 million was recorded. The gain is included in Other Income 
on the 2008 Consolidated Statements of Income. The Company’s investment carrying value for Express was $5 
million as of January 30, 2010 and zero as of January 31, 2009. These amounts are included in Other Assets on 
the Consolidated Balance Sheets. 


In March 2010, Express distributed a cash dividend to its owners and the Company received $57 million. The 
proceeds received from the cash dividend were in excess of the Company’s carrying value of the investment in 
Express. As a result, the carrying value will be reduced to zero as of the date of the cash dividend and a pre-tax 
gain of approximately $50 million will be recorded. 
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Limited Stores 


In August 2007, the Company completed the divestiture of 75% of its ownership interest in Limited Stores. In 
conjunction with the transaction, the Company and Limited Stores entered into transition services agreements 
whereby the Company provides support to Limited Stores in various operational areas including logistics, 
technology and merchandise sourcing. The terms of these transition services arrangements vary and range from 3 
months to 3 years. The Company recognized merchandise sourcing revenue from Limited Stores of $58 million 
in 2009, $92 million in 2008 and $75 million in 2007. These amounts are net of the elimination of 25% of the 
gross merchandise sourcing revenue consistent with the Company’s ownership percentage. The Company’s 
accounts receivable from Limited Stores for merchandise sourcing and other services provided in accordance 
with the terms and conditions of the transition services agreements totaled $10 million as of January 30, 2010, 
$12 million as of January 31, 2009 and $22 million as of February 2, 2008. 


The Company’s investment carrying value for Limited Stores was $13 million as of January 30, 2010 and $12 
million as of January 31, 2009. These amounts are included in Other Assets on the Consolidated Balance Sheets. 


In February 2010, Limited Stores distributed a cash dividend to its owners and the Company received $7 million. 
The proceeds received reduced the Company’s carrying value of the investment in Limited Stores. 


Easton Investment 


The Company has land and other investments in Easton, a 1,300 acre planned community in Columbus, Ohio that 
integrates office, hotel, retail, residential and recreational space. These investments, at cost, totaled $66 million 
as of January 30, 2010, $63 million as of January 31, 2009 and $62 million as of February 2, 2008 and are 
recorded in Other Assets on the Consolidated Balance Sheets. 


Included in the Company’s Easton investments is an equity interest in Easton Town Center, LLC (“ETC”), an 
entity that owns and has developed a commercial entertainment and shopping center. The Company’s investment 
in ETC is accounted for using the equity method of accounting. The Company has a majority financial interest in 
ETC, but another unaffiliated member manages ETC. Certain significant decisions regarding ETC require the 
consent of unaffiliated members in addition to the Company. 


In July 2007, ETC refinanced its $290 million secured bank loan replacing it with a $405 million secured bank 
loan. The loan is payable in full on August 9, 2017. 


In conjunction with the loan refinancing, ETC repaid the existing loan, reserved cash for capital expenditures and 
operations and authorized the distribution of $150 million to ETC members. As an ETC member, the Company 
received approximately $102 million of proceeds resulting in a $100 million gain after reducing the Company’ s 
ETC carrying value from $2 million to zero. The gain is included in Other Income (Loss) on the 2007 
Consolidated Statement of Income. 


Total assets of ETC were approximately $241 million as of January 30, 2010, $253 million as of January 31, 
2009 and $262 million as of February 2, 2008. 


Other 


In April 2008, the Company recorded a pre-tax impairment charge of $19 million related to an unconsolidated 
joint venture accounted for under the equity method of accounting. The charge consisted of writing down the 
investment balance, reserving certain accounts and notes receivable and accruing a contractual liability. The 
impairment of $19 million is included in Net Gain on Joint Ventures on the 2008 Consolidated Statement of 
Income. In July 2009, the Company recognized a pre-tax gain of $9 million ($14 million net of related tax 
benefits) associated with the reversal of the accrued contractual liability as a result of the divestiture of the joint 
venture. The pre-tax gain is included in Net Gain on Joint Ventures on the 2009 Consolidated Statements of 
Income. 
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10. Accrued Expenses and Other 


The following table provides additional information about the composition of accrued expenses and other as of 
January 30, 2010 and January 31, 2009: 


January 30, January 31, 
2010 2009 


(in millions) 


Deferred Revenue, Principally from Gift Card Sales ..... 00.0... eee eee eee $181 $166 


Compensation, Payroll Taxes and Benefits ............. 0.0... e eee eee eee 180 103 
Taxes, Other Than INGGOmMe: .s.s:s0 eceah ae tcae beni es Sodae se sys Mes aS Baas Eda ea eh V2 74 
Retums Reserve. 2.4 6s.a¢4 6.0 t.evtl ooh atin Sete edd eka s eae 4 See Dene eas 31 35 
IMSUPANCES cog ect eked dackew wd eho eksk Se hea eatin ay eoarae anos Meee ead Ge Ge dah eld a Sloe 34 34 
REN ibd hades idaesingech hrm eth deeiaesewarens Sematdb bad otrheneees 20 25 
IINTCTOS Ue ceeecdisn sae ar 34. wend eA Beles Sop RA Ne HRSA era. b 4s SA ca ahs, eRe 30 31 
Current Portion of Long-term Debt .......... 0.000.000 eee 2 _ 
OTST ohn, ated este eatiaets bodes h hee Ge erernta ack miner alees Soe ee ole eet a ec eget ane 143 201 
Total Accrued Expenses and Other .............. 0.00. cece eee eee eens $693 $669 


11. Income Taxes 


The following table provides the components of the Company’s provision for income taxes for 2009, 2008 and 
2007: 


2009 = 2008 2007 


(in millions) 

Current: 

| JEANS £1 -y [<5 | NOPE eo ean ra OP $138 $151 $352 

WSiSH1e 4 obit habe poeta het ae eb eid Soe bade shed eee ie 1 13 46 

INO IES ce ves ced sient ance dsiets ateascaad teceve ons asech eh Baie apaeaustetusawale eeevde fh aracaioue auntie ees denies 14 23 18 
D4 | le nc a a CR 153 «187 = =416 
Deferred: 

WES Rederal 25-55, shed eaine Acoriedten ee iredy eb cinch Pande Gal erates heeded See Saeed 47 38 59 

MSS Cale) oo etc e one pa ciesa ees. SG eae ao aden ds ake, cratic ges Ae ene gt eee eee ame ees 8 15 (56) 

INT ess erate eenane tea ee eet haste eee tat bum etatica eee da posses recess Son cteaeeea eae (6) (7) (8) 
LOCA: 555.5 pshrd eh da Bh eve een Beh ed ote Gaetan bh a ede Sat Geshe ghd seth tad ed 49 46 (5) 
Provision for Income Taxes ...........0 0.0.0.0 ccc eee eee eee e nes $202 $233 $411 


The foreign component of pre-tax income, arising principally from overseas operations, was income of $84 
million for 2009, a loss of $90 million for 2008 and income of $40 million for 2007. The 2008 loss included the 
impact of the $215 million impairment of goodwill and other intangible assets and changes in transfer pricing. In 
2009, the non-U.S. tax provision reflects the impact of enacted statutory rate decreases in Canada. 
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The following table provides the reconciliation between the statutory federal income tax rate and the effective tax 
rate for 2009, 2008 and 2007: 


2009 2008 2007 


Pedeéral Income: Tax Rate: nec vesecs asl etden cae valbhd meow een toes ae ooe de wae eawle 35.0% 35.0% 35.0% 
State Income Taxes, Net of Federal Income Tax Effect ..................000000005 3.7% 5.0% 3.5% 
State Net Operating Loss and Valuation Allowance Adjustment ................... 0.3% 2.2% (3.4%) 
Non-deductible Loss on Divestiture of Limited Stores ...... 0.0.0... 0000 eee ee eee —% —% 1.9% 
Non-deductible Impairment of Goodwill and Other Intangible Assets ............... 0.3% 14.2% —% 
Impact of Non-U.S. Operations ......... 0... cece eee eee eee ene eeeee (5.0%) —% 1.6% 
Other Items, Net: .2¢ 44 eed Reed eee dade Pee a eee bs Sea eetis be (3.2%) (4.9%) (2.2%) 
Effective Tax Raté® 2.2: 0-)ci440006c)sddug si Sedan e heed Eee seo eee dened 31.1% 51.5% 36.4% 


The Company’s effective tax rate has historically reflected a provision related to the undistributed earnings of 
foreign affiliates. The Company has recorded a deferred tax liability for those amounts, but taxes are not paid 
until the earnings are deemed repatriated to the United States. However, when the tax basis of a foreign 
subsidiary is greater than its carrying value, no deferred taxes are recorded. In the fourth quarter of 2009, the 
Company executed a re-organization of certain of its foreign subsidiaries which resulted in the recognition of a 
non-cash income tax benefit of $21 million associated with the reversal of deferred tax liabilities associated with 
undistributed earnings of a foreign subsidiary. 


Deferred Taxes 


The following table provides the effect of temporary differences that cause deferred income taxes as of 
January 30, 2010 and January 31, 2009. Deferred tax assets and liabilities represent the future effects on income 
taxes resulting from temporary differences and carryforwards at the end of the respective year. 


January 30, 2010 January 31, 2009 
Assets Liabilities Total Assets Liabilities Total 


MCAS CS eps chk te teadevatces he cid cadence aioe pecan teeiee $37 $ — $ 37 $33 $ — = $ 33 
Non-qualified Retirement Plan ...................0.. 63 — 63 62 — 62 
INVONLOLY cs. iek eo didieiiesed gb eed aR sbadhaag dh ad aee ep bs 2 — 2 47 — 47 
Property and Equipment ............ 0.00... eee eee eee —_— (177) (177) — (153) (153) 
GOO Wal 5 i 5 ace eaciasng gel actgrncd Hoguptea ane araatesoalalacs geass — (15) d5) 0 — (15) (15) 
Trade Names and Other Intangibles ................... — (184) (184) — (182) (182) 
Undistributed Earnings of Foreign Affiliates ............ (13) (13) 
Other Comprehensive Income Items .................. 9 — 9 

State Net Operating Losses ...................00000. 33 —_— 33 32 —_ 32 
Non-U.S. Operating Losses ............. 00.00.0000 32 — 32 21 — 21 
Valuation Allowance ........ 0.0.0 cece eee es (38) — (38) (28) — (28) 
Others NEE ss-5.32 vee eased eae bare Heeb ese ete 53 — 53 59 — 59 
Total Deferred Income Taxes ...................... $191 $(376) $(185) $226 $363) $(137) 


As of January 30, 2010, the Company had available for state income tax purposes net operating loss 
carryforwards which expire, if unused, in the years 2010 through 2028. The Company has analyzed the 
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realization of the state net operating loss carryforwards on an individual state basis. For those states where the 
Company has determined that it is more likely than not that the state net operating loss carryforwards will not be 
realized, a valuation allowance has been provided for the deferred tax asset. 


As of January 30, 2010, the Company had available for non-U.S. tax purposes net operating loss carryforwards 
which expire, if unused, in the years 2028 through 2030. The Company has determined that it is more likely than 
not that all of the net operating loss carryforwards will not be realized and a valuation allowance has been 
provided for the net deferred tax assets, including the net operating loss carryforwards, of the related tax loss 
entity. 


Income taxes payable on the accompanying Consolidated Balance Sheets included net current deferred tax 
liabilities of $2 million as of January 30, 2010 and $2 million as of January 31, 2009. Income tax payments were 
$118 million for 2009, $205 million for 2008 and $428 million for 2007. 


Uncertain Tax Positions 


The Company had unrecognized tax benefits of $145 million and $164 million as of January 30, 2010 and 
January 31, 2009, respectively, of which $113 million and $95 million would reduce the effective income tax rate 
for 2009 and 2008, respectively. The unrecognized tax benefits are included within Other Long-term Liabilities 
on the Consolidated Balance Sheets. Of the total unrecognized tax benefits, it is reasonably possible that $25 
million could change in the next twelve months due to audit settlements, expiration of statute of limitations or 
other resolution of uncertainties. Due to the uncertain and complex application of tax regulations, it is possible 
that the ultimate resolution of audits may result in liabilities which could be different from this estimate. In such 
case, the Company will record additional tax expense or tax benefit in the tax provision or reclassify amounts on 
the Consolidated Balance Sheet in the period in which such matters are effectively settled with the tax authority. 


The Company recognizes interest and penalties related to unrecognized tax benefits as components of income tax 
expense. The Company recognized interest and penalties benefit of $7 million in 2009. The Company recognized 
interest and penalties expense of $7 million and $4 million in 2008 and 2007, respectively. The Company has 
accrued approximately $30 million and $47 million for the payment of interest and penalties as of January 30, 
2010 and January 31, 2009, respectively. 


The following table summarizes the activity related to its unrecognized tax benefits for U.S. federal, state & 
non-U.S. tax jurisdictions for 2009 and 2008 without interest and penalties: 


2009 = =2008 
"(in millions) 
Gross Unrecognized Tax Benefits, as of the Beginning of the Fiscal Year ................. $116 $104 
Increases.1n: Tax Positions for Priot Years uc. .sccgisss gtcecacs Rdce ah ee ae Phare Ge es OE 18 16 
Decreases in Tax Positions for Prior Years .... 0.0.0.0. cc een ene (31) (18) 
Increases in Unrecognized Tax Benefits as a Result of Current Year Activity ................. 26 23 
Decreases to Unrecognized Tax Benefits Relating to Settlements with Taxing Authorities ....... (9) (3) 
Decreases to Unrecognized Tax Benefits as a Result of a Lapse of the Applicable Statute of 
Teamitations:. «<n. sai2eSdie be kctpd-¥ixia inh deol Sac BO Se en ae Owed Seeley) ees (6) (5) 
Foreign Currency ‘Translation: seissc.s:sisvacs seace aasceianecs lg, dha cdugnss wets ngopiiale Yona -a cea peay ut lousbaraedupoasaalacwcbs Bed 1 (1) 
Gross Unrecognized Tax Benefits, as of the End of the Fiscal Year ...................... $115 $116 


The Company files U.S. federal income tax returns as well as income tax returns in various states and in non-U.S. 
jurisdictions. At the end of 2009, the Company was subject to examination by the IRS for calendar years 2006 
through 2009. The Company is also subject to various U.S. state and local income tax examinations for the years 
1999 to 2009. Finally, the Company is subject to multiple non-U.S. tax jurisdiction examinations for the years 
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2000 to 2009. In some situations, the Company determines that it does not have a filing requirement in a 
particular tax jurisdiction. Where no return has been filed, no statute of limitations applies. Accordingly, if a tax 
jurisdiction reaches a conclusion that a filing requirement does exist, additional years may be reviewed by the tax 
authority. The Company believes it has appropriately accounted for uncertainties related to this issue. 


12. Long-term Debt 


The following table provides the Company’s long-term debt balance as of January 30, 2010 and January 31, 
2009: 


January 30, January 31, 
2010 2009 
(in millions) 
Senior Secured Debt 


Term Loan due August 2012. Variable Interest Rate of 4.28% as of January 30,2010 .. $ 200 $ 750 
5.30% Mortgage due August 2010 ... 0... eee eens 2 2 
Total:‘Senior Secured Debt: gii.0. 54.0 cie heer eset ee ae eg Sana eee BERL ESE SRS $ 202 $ 752 


Senior Unsecured Debt with Subsidiary Guarantee 
$500 million, 8.50% Fixed Interest Rate Notes due June 2019, Less Unamortized 
MP ISCOUME «525.45, daze sent dene aldchtante aunts mesianid Sena oa Soe a back aa eeacttgplbonaude st Baldor $ 485 $ — 


Senior Unsecured Debt 
$700 million, 6.90% Fixed Interest Rate Notes due July 2017, Less Unamortized 


IDISCOUNE, 2:55.64. b.g.0ec o-basche bbw deed dated sie Heed dada wha eed paakd $ 699 $ 698 
$500 million, 5.25% Fixed Interest Rate Notes due November 2014, Less Unamortized 

TDISCOUMIE cs 6. fs Bhd dos Bs Sector eracey w deaeveue 8 aaa oats Gok sbeg see hens 3 499 499 
$350 million, 6.95% Fixed Interest Rate Debentures due March 2033, Less 

Wnamortized Discount i336. cha Sh At heb oe dete tA Ro bd 350 350 
$300 million, 7.60% Fixed Interest Rate Notes due July 2037, Less Unamortized 

TIS COMME 22508, gies te Yoetes doc clip Gr drarau aeyaotia eat a ean a bs ae onde eG sated adhe cea 299 299 
6.125% Fixed Interest Rate Notes due December 2012, Less Unamortized 

IDISCOUNE (4) <2 0.34.44 dsc bdr ea ee en eine i tan ee et oes ated 191 299 
Total Senior Unsecured Debt ........... 0.000 nents $2,038 $2,145 
TOtal . sassaiecen ob arin gee dds af we PAROLE Bowland abled date Me chia be hale d $2,725 $2,897 
Current ‘Portion of Long-term DeDE: aci-.s.s.ecesdiseaca gopvate: oa ea geed eae gs) guages naa aetiaeos (2) — 
Total Long-term Debt, Net of Current Portion ........... 0.0.0.0 cece eee eee eee $2,723 $2,897 


(a) The principal balance outstanding was $191 million as of January 30, 2010 and $300 million as of 
January 31, 2009. 


The following table provides principal payments due on long-term debt in the next five fiscal years and the 
remaining years thereafter: 


Fiscal Year (in millions) 


QO MO) je rec spcd casei testes ess porte eawad te a chia a pate sande nena a cas etney ys dertee awe ty besa acer eee tea $ 2 
DONA cc totes: tecestes ater cuunss atesbads ceratetdenaura ca. saica ste sede shade acted aca abe eaeas dance ane ghenset ae ade adel al aaxacte ates — 
QO VDE cict either ectuthateda staat dxey weedce ah dear tiga ace ee Se nantes Gina eyecare dase a eas 391 
DUNS atic sa eeecee se ice camor es detainee desea Gacwese ee Ste aca ad eo ensotne ent dite etent ddeeeteneha dasecteesceianasdes GoGo — 
QUA acs cea eearacaie aoa ena en eee Gps aes aut ee eee en e Rge spaa e Ea oes 500 
MGT ARSE geese ce ade e acy eet avae- nde. avapine ice saicchacie edge de aerial ai i alabhes 3 aetce lena nace enact bbcp av artecensy ianeuaesuebeces a 1,850 


Cash paid for interest was $250 million in 2009, $174 million in 2008 and $151 million in 2007. 
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Issuance of 2019 Notes 


In June 2009, the Company issued $500 million of 8.50% notes due in June 2019 (2019 Notes”) through an 
institutional private placement offering. The obligation to pay principal and interest on these notes is jointly and 
severally guaranteed on a full and unconditional basis by certain of the Company’s wholly-owned subsidiaries 
(the “guarantors”). The net proceeds from the issuance were $473 million, which included an issuance discount 
of $16 million and transaction costs of $11 million. These transaction costs are being amortized through the 
maturity date of June 2019 and are included within Other Assets on the January 30, 2010 Consolidated Balance 
Sheet. The Company used the proceeds from this offering to repurchase $108 million of the Company’s 2012 
notes and to prepay $392 million of the Company’s variable rate term loan (“Term Loan”). 


On November 10, 2009, the Company and the guarantors filed a registration statement with the SEC to register 
new notes with materially identical terms to the 2019 Notes. On December 15, 2009, the Company and the 
guarantors filed an amended registration statement to offer a public exchange of the 2019 Notes. On January 29, 
2010, the exchange offer expired with a result of 100% of bondholders exchanging the 2019 Notes. 


Repurchase of 2012 Notes 


In June 2009, the Company repurchased $5 million of the $300 million notes due in December 2012 through 
open market transactions. In July 2009, the Company announced a tender offer for the remaining portion of the 
2012 notes. In August 2009, the Company repurchased $103 million of the 2012 notes through the tender offer 
for $101 million. The gain on extinguishment of this debt of $2 million is included in Other Income on the 2009 
Consolidated Statements of Income. 


Credit Facility and Term Loan 
2009 


On February 19, 2009, the Company amended its $1 billion unsecured revolving credit facility expiring in 
August 2012 (the “5-Year Facility”), amended its Term Loan for $750 million maturing in August 2012 and 
canceled its $300 million, 364-day unsecured revolving credit facility. The amendment to the 5-Year Facility and 
the Term Loan includes changes to both the fixed charge coverage and leverage covenants. Under the amended 
covenants, the Company is required to maintain the fixed charge coverage ratio at 1.60 or above through fiscal 
year 2010 and 1.75 or above thereafter. The leverage ratio, which is debt compared to EBITDA, as those terms 
are defined in the agreement, must not exceed 5.0 through the third quarter of fiscal year 2010, 4.5 from the 
fourth quarter of fiscal year 2010 through the third quarter of fiscal year 2011 and 4.0 thereafter. The Company 
was in compliance with the covenant requirements as of January 30, 2010. The amendment also increases the 
interest costs and fees associated with the 5-Year Facility and the Term Loan, provides for certain security 
interests as defined in the agreement and limits dividends, share repurchases and other restricted payments as 
defined in the agreement to $220 million per year with certain potential increases as defined in the agreement. 
The amendment does not impact the maturity dates of either the 5-Year Facility or the Term Loan. 


The Company incurred fees related to the amendment of the 5-Year Facility and the Term Loan of $19 million. 
The fees associated with the 5-Year Facility amendment of $11 million were capitalized. This cost is included 
within Other Assets on the January 30, 2010 Consolidated Balance Sheet and is being amortized over the 
remaining term of the 5-Year Facility. The fees associated with the Term Loan amendment of $8 million were 
expensed in addition to unamortized fees related to the original agreement of $2 million. These charges are 
included within Interest Expense on the 2009 Consolidated Statement of Income. 


The 5-Year Facility and Term Loan have several interest rate options, which are based in part on the Company’s 
long-term credit ratings. For 2009, the effective interest rate of the Term Loan, including the impact of the 
participating interest rate swaps, was 6.88%. Fees payable under the 5-Year Facility are based on the Company’s 
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long-term credit ratings and are currently 0.75% of the committed and unutilized amounts per year and 4.00% on 
any outstanding borrowings or letters of credit. As of January 30, 2010, there were no borrowings outstanding 
under the 5-Year Facility. 


The Company prepaid $392 million of the Term Loan with cash proceeds from the $500 million note issuance in 
June 2009. In December 2009, the Company prepaid an additional $158 million of the Term Loan with cash 
on-hand. 


2010 


In March 2010, the Company prepaid the remaining $200 million of the Term Loan with cash on hand and also 
entered into an amendment and restatement (the “Amendment’”) of its 5- Year Facility. The Amendment 
establishes two classes of loans under the 5-Year Facility; Class A loans to be made by lenders who consent to 
the Amendment and Class B loans to be made by non-consenting lenders. The Amendment extends the 
termination date of the 5-Year Facility from August 3, 2012 to August 1, 2014 on Class A loans. The 
Amendment also reduces the aggregate amount of the commitments of the lenders under the 5-Year Facility from 
$1 billion to $927 million. The loan commitments are $800 million and $127 million for Class A and Class B, 
respectively. The Company is permitted to borrow and prepay separately under either class of loans. 


Additionally, the Amendment modifies the covenants limiting investments and restricted payments to provide 
that investments and restricted payments may be made, without limitation on amount, if (a) at the time of and 
after giving effect to such investment or restricted payment the ratio of consolidated debt to consolidated 
EBITDA for the most recent four quarter period is less than 3.0 to 1.0 and (b) no default or event of default 
exists. 


The Company incurred fees related to the amendment of the 5-Year Facility of $13 million, which were 
capitalized and will be amortized over the remaining term of the 5-Year Facility. 


Letters of Credit and Commercial Paper Programs 


The 5-Year Facility supports the Company’s commercial paper and letter of credit programs. The Company has 
$65 million of outstanding letters of credit as of January 30, 2010 that reduce its remaining availability under its 
amended credit agreements. No commercial paper was outstanding as of January 30, 2010 or January 31, 2009. 


Participating Interest Rate Swap Arrangements 


In January 2008, the Company entered into participating interest rate swap arrangements designated as cash flow 
hedges to mitigate exposure to interest rate fluctuations related to the Term Loan. In conjunction with the Term 
Loan prepayments, the Company de-designated portions of the participating interest rate swap arrangements 
totaling $392 million. As of January 30, 2010, the remaining notional amount of the designated participating 
interest rate swap arrangements is $200 million, which aligns with the remaining outstanding principal balance 
on the Term Loan. For additional information, see Note 13, “Derivative Instruments.” Subsequent to January 30, 
2010, the Company terminated the remaining portion of the participating interest rate swap arrangement totaling 
$200 million in conjunction with the remaining $200 million Term Loan prepayment. For additional information, 
see Note 13, “Derivative Instruments.” 


13. Derivative Instruments 
Foreign Exchange Risk 


In January 2007, the Company entered into a series of cross-currency swaps related to approximately $470 
million of Canadian dollar denominated intercompany loans. These cross-currency swaps mitigate the exposure 
to fluctuations in the U.S. dollar-Canadian dollar exchange rate related to the Company’s La Senza operations. 
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The cross-currency swaps require the periodic exchange of fixed rate Canadian dollar interest payments for fixed 
rate U.S. dollar interest payments as well as exchange of Canadian dollar and U.S. dollar principal payments 
upon maturity. The cross-currency swaps mature between 2015 and 2018 at the same time as the related loans 
and are designated as cash flow hedges of foreign currency exchange risk. Changes in the U.S. dollar-Canadian 
dollar exchange rate and the related swap settlements result in reclassification of amounts from accumulated 
other comprehensive income (loss) to earnings to completely offset foreign currency transaction gains and losses 
recognized on the intercompany loans. 


The following table provides a summary of the fair value and balance sheet classification of the derivative 
financial instruments designated as foreign exchange cash flow hedges as of January 30, 2010 and January 31, 
2009: 


January 30, January 31, 


2010 2009 

(in millions) 
Other-Assets: wd.eciacen ded ehh See vee Lbbh eee wae bay eee dw eae bee ded eee hee $— $26 
Other Long-term: Liabilities ois. seie en tia ete dsee deeded ead bee eee e a eee’ 34 — 


The following table provides a summary of the pre-tax financial statement effect of the gains and losses on the 
Company’s derivative instruments designated as foreign exchange cash flow hedges for 2009 and 2008: 


Location 2009 = =2008 
(in millions) 

Gain (Loss) Recognized in Other Comprehensive Income (Loss) .... Other Comprehensive 
Income (Loss) $(60) $ 81 


(Gain) Loss Reclassified from Accumulated Other Comprehensive 
Income (Loss) into Other Income (a) .............0 0000 ee eens Other Income 57 =—Q91) 


(a) Represents reclassification of amounts from accumulated other comprehensive income (loss) to earnings to 
completely offset foreign currency transaction gains and losses recognized on the intercompany loans. No 
ineffectiveness was associated with these foreign exchange cash flow hedges. 


Interest Rate Risk 
Interest Rate Designated Cash Flow Hedges 


In January 2008, the Company entered into participating interest rate swap arrangements to mitigate exposure to 
interest rate fluctuations related to the Term Loan. The participating interest rate swap arrangements effectively 
convert the Term Loan to a fixed interest rate while still allowing the Company to partially benefit from declines 
in short-term interest rates. The swap arrangements were designated as cash flow hedges of interest rate risk and 
expire in 2012, at the same time as the related debt. Amounts are reclassified from accumulated other 
comprehensive income (loss) to earnings as interest expense is recognized on the Term Loan. 


The Company prepaid $392 million of the Term Loan with cash proceeds from the $500 million note issuance in 
June 2009. In conjunction with the Term Loan prepayments, the Company de-designated portions of the 
participating interest rate swap arrangements totaling $392 million. As a result, hedge accounting was 
discontinued prospectively on the de-designated portions of the arrangements. Immediately following 
de-designation, the Company terminated $292 million of the arrangements which resulted in realized losses of 
$12 million. The realized losses were recognized in Accumulated Other Comprehensive Income (Loss) on the 
Consolidated Balance Sheet and are being amortized into Interest Expense through the remaining life of the 
original hedged instrument (August 2012). To offset the impact of the remaining $100 million portion of the 
de-designated arrangements, the Company entered into a non-designated derivative instrument. For additional 
information, see the “Interest Rate Non-designated Derivative Instruments” section below. 
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In December 2009, the Company prepaid an additional $158 million of the Term Loan with cash on-hand. In 
conjunction with the Term Loan prepayment, the Company terminated an equal portion of the participating 
interest rate swap arrangements which resulted in realized losses of $8 million. These realized losses are 
expensed as there are no future cash flows associated with these terminated swap arrangements. These realized 
losses were recognized in Interest Expense on the 2009 Consolidated Statement of Income. 


As of January 30, 2010, the remaining notional amount of the designated participating interest rate swap 
arrangements is $200 million, which aligns with the remaining outstanding principal balance on the Term Loan. 


Subsequent to January 30, 2010, the Company prepaid the remaining $200 million of the Term Loan with cash 
on-hand. In conjunction with the Term Loan prepayment, the Company terminated the remaining portion of the 
participating interest rate swap arrangements totaling $200 million resulting in a realized loss of $10 million. 


The following table provides a summary of the fair value and balance sheet classification of the derivative 
financial instruments designated as interest rate cash flow hedges as of January 30, 2010 and January 31, 2009: 


January 30, January 31, 
2010 


2009 
(in millions) 
Other Long-term Liabilities ... 0.2... 0 eee ect eeene ene ens $10 $30 


The following table provides a summary of the pre-tax financial statement effect of gains and losses on the 
Company’s derivative financial instruments designated as interest rate cash flow hedges for 2009 and 2008: 


Location 2009 = =2008 
“(in millions) 
Gain (Loss) Recognized in Other Comprehensive Income (Loss) .... Other Comprehensive 
Income (Loss) $(14) $16) 


Loss Reclassified from Accumulated Other Comprehensive Income 
(Loss) into Interest Expense (a) 1.0... 0.0... cee eee eee ee Interest Expense 22, — 


(a) Represents reclassification of amounts from accumulated other comprehensive income (loss) to earnings as 
interest expense is recognized on the Term Loan. No ineffectiveness is associated with these interest rate 
cash flow hedges. 


Interest Rate Non-designated Derivative Instruments 


As discussed above, the Company de-designated a notional amount of $100 million of the participating interest 
rate swap arrangements. To offset the impact of these de-designated arrangements, the Company paid $3 million 
to enter into a non-designated interest rate swap with a notional amount of $100 million. 


The following table provides a summary of the fair value and balance sheet classification of these derivative 
financial instruments as of January 30, 2010: 


January 30, 
2010 
(in millions) 
Other Assets: f.h4.4 9 biden daes Gaderer ene bd abe eee e peewee ded Pes beES AS ea $5 
Other Long-term Liabilities. a5.6 foe eae a Seok bad oe oa Re See A oe dae ee 5 


The financial impact to the Consolidated Statement of Income is not significant as the impacts of these derivative 
instruments are designed to offset. 
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14. Fair Value Measurements 


The following table provides a summary of the carrying value and fair value of long-term debt as of January 30, 
2010 and January 31, 2009: 


January 30, January 31, 


2010 2009 
(in millions) 
Carrying Value 2.0.0... ene e eee e eee e eens $2,725 $2,897 
Fair Valulei(a). 2222.46. 3s.0009es29) b4eane ae ein toate ented teeee de baa ses 2,690 2,113 


(a) The estimated fair value of the Company’s publicly traded debt is based on quoted market prices. The 
estimated fair value of the Term Loan is equal to its carrying value. The estimates presented are not 
necessarily indicative of the amounts that the Company could realize in a current market exchange. 


The following table provides a summary of assets and liabilities measured in the financial statements at fair value 
on a recurring basis as of January 30, 2010 and January 31, 2009: 


Levell Level2 Level3 Total 
(in millions) 


As of January 30, 2010 

Assets: 

Cash and Cash Equivalents .......... 0.00.0 c cece cece eee eee eee $1,804 $— $— $1,804 
Interest Rate Non-designated Derivative Instrument .................... — a — fs) 
Liabilities: 

Cross-currency Cash Flow Hedges ............ 00.000 e eee eee eee —_ 34 — 34 
Interest Rate Designated Cash Flow Hedges .......................0000. —_ 10 — 10 
Interest Rate Non-designated Derivative Instrument .................... —_— 5 — | 
Lease Guarantees ac 2.25 s5.2c5 fk ib wad dened week dieie bob ie dee biaewd —_ — 9 9 
As of January 31, 2009 

Assets: 

Cash and Cash Equivalents .......... 0.00 c cece cece tenets $1,173 $— $— $1,173 
Cross-currency Cash Flow Hedges ............ 00.000 c eee eee ee —_ 26 — 26 
Liabilities: 

Interest Rate Designated Cash Flow Hedges .......................0000. — 30 — 30 
Lease: Guarantees i geese c-vig ved Pa oe SAO adie WS 4 bd que deh 4 da ee — _— 15 | 


Management believes that the carrying values of accounts receivable, accounts payable and accrued expenses 
approximate fair value because of their short maturity. 


The following table provides a reconciliation of the Company’s lease guarantees measured at fair value on a 
recurring basis using unobservable inputs (Level 3) for 2009 and 2008: 


2009 2008 
(in millions) 
Besinmins Balance: cae: otelsssceistats: dr aaasagiguaeue giSsawenctealla wae irdyahccedhdvaideasns.cdboate acqubia lace calepahed 4 $15 $10 
Change in Estimated Fair Value Reported in Earnings .......... 0.00.00. c eee eee ee eee (6) 5 
Ending: Balance toys: cs20s pee aed hs eee gee het EE ace a es Roe Le Re ge Wee Rs Oe Sew ae Se ey AD 


The Company’s lease guarantees include minimum rent and additional payments covering taxes, common area 
costs and certain other expenses and relate to leases that commenced prior to the disposition of certain 
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businesses. The fair value of these lease guarantees is impacted by economic conditions, probability of rent 
obligation payments, period of obligation as well as the discount rate utilized. For additional information, see 
Note 17, “Commitments and Contingencies.” 


15. Comprehensive Income (Loss) 


Comprehensive Income (Loss) consists of gains and losses on derivative instruments and foreign currency 
translation adjustments. The cumulative gains and losses on these items are included in Accumulated Other 
Comprehensive Income (Loss) in the Consolidated Balance Sheets and Consolidated Statements of Shareholder’s 
Equity. 


The following table provides additional detail regarding the composition of accumulated other comprehensive 
income (loss) as of January 30, 2010 and January 31, 2009: 


January 30, January 31, 
2010 2009 


(in millions) 


Foreign Currency Translation ........... 0.00 cece ccc teen eens $ (6) $ (4) 
Cash Flow: Hedges: anc cee td io eked eek e deeb bti ad od ibe Ren betes ddadenes (9) (24) 
Total Accumulated Other Comprehensive Income (Loss) ..........0.0 0000 ee eee eee $(15) $(28) 
16. Leases 


The Company is committed to noncancelable leases with remaining terms generally from one to ten years. A 
substantial portion of the Company’s leases consist of store leases generally with an initial term of ten years. 
Annual store rent consists of a fixed minimum amount and/or contingent rent based on a percentage of sales 
exceeding a stipulated amount. Store lease terms generally require additional payments covering taxes, common 
area costs and certain other expenses. These additional payments are excluded from the table below. 


The following table provides rent expense for 2009, 2008 and 2007: 


2009 = 2008 2007 


(in millions) 


Store Rent: 

Bixee MUMITTUIM sg. $55:.0:5-a:r)dcesd gene Sedge deavBasedc So apcgceck ay added Re aC AhiSiodea ck acta daw Laaeaudcdlepaedoanal $407 $391 $431 

CONMNLCH soc denak ety te iad dood ei wddee de ad Soe ewe nadie 40 37 58 
Total Store Ren | g33.6 065 cnesae eiiesese Satis keene eee ales esa dmac kena 447 428 489 
Office,.Equipment:and Other» ..i0¢.asc0sede dered aba esa stnd Hea aiaede esate 61 64 70 
Gross: Rent Expense: .s.2:2.2:c.0234 ¢an28 pede ee eo e een aed ee ed see kG eedle eeneeee 508 492 559 
Sublease Rental Income: 24 i400 cccieio ese bd st ede ob ea eG ek RSS (2) (4) (9) 
Total Rent Expense: -2.5:.46:3 09 we cede tees Oras Oe eee eee $506 $488 $550 


The following table provides the Company’s minimum rent commitments under noncancelable operating leases 
in the next five fiscal years and the remaining years thereafter: 


Fiscal Year (in millions) (a) 


DO UOT <o 6: 4 te S 2 ae coarseness te Bette a iced) otek aed alae Geen Saat Aedes beet $ 478 
QOV Wy o66 6 vas Hated $5. e338 Meee eed a RAED cree Wo oe ES Soda ees Hho wd RES 444 
TDi cea enced sie Bet be 1h tes becapiend tas ate eee laa a care riendd Boag dee iOne aN Ate dt Masset in aes BERS eat aan agen det 396 
QOVB i casiied Sane bbdve uals eb 3b oe eee a bed eh ar ed a ee ice eed edetsesexes 362 
DOU: Sn6 core 2 Beene, he oem ema eee OER Bete leha Sct ch dA eae dak ec eng da Bb Aaa ed SO ee Rae 337 
Thereatter: fcc nde chee cals She bik Boks aS eR Se ee Se ehh See he Seka we eh aes 1,115 


(a) Excludes additional payments covering taxes, common area costs and certain other expenses generally 
required by store lease terms. 


The Company’s future sublease income under noncancelable subleases was $12 million as of January 30, 2010, 
which included $3 million of rent commitments related to disposed businesses under master lease arrangements. 


17. Commitments and Contingencies 


The Company is subject to various claims and contingencies related to lawsuits, taxes, insurance, regulatory and 
other matters arising out of the normal course of business. Actions filed against the Company from time to time 
include commercial, tort, intellectual property, customer, employment, data privacy, securities and other claims, 
including purported class action lawsuits. Management believes that the ultimate liability arising from such 
claims and contingencies, if any, is not likely to have a material adverse effect on the Company’s results of 
operations, financial condition or cash flows. 


On November 6, 2009, a class action (International Brotherhood of Electrical Workers Local 697 Pension Fund 
v. Limited Brands, Inc. et al.) was filed against the Company and certain of its officers in the United States 
District Court for the Southern District of Ohio on behalf of a purported class of all persons who purchased or 
acquired shares of Limited Brands common stock between August 22, 2007 and February 28, 2008. The 
Company believes the complaint is without merit and that it has substantial factual and legal defenses to the 
claims at issue. The Company intends to vigorously defend against this action. The Company cannot reasonably 
estimate the possible loss or range of loss that may result from this lawsuit. 


Guarantees 


In connection with the disposition of certain businesses, the Company has remaining guarantees of 
approximately $135 million related to lease payments of Express, Limited Stores, Abercrombie & Fitch, Dick’s 
Sporting Goods (formerly Galyan’s), Lane Bryant, New York & Company and Anne.x under the current terms of 
noncancelable leases expiring at various dates through 2017. These guarantees include minimum rent and 
additional payments covering taxes, common area costs and certain other expenses and relate to leases that 
commenced prior to the disposition of the businesses. In certain instances, the Company’s guarantee may remain 
in effect if the term of a lease is extended. 


In April 2008, the Company received an irrevocable standby letter of credit from Express of $34 million issued 
by a third-party bank to mitigate a portion of the Company’s contingent liability for guaranteed future lease 
payments of Express. The Company can draw from the irrevocable standby letter of credit if Express were to 
default on any of the guaranteed leases. The irrevocable standby letter of credit is reduced through the 
November 1, 2010 expiration date consistent with the overall reduction in guaranteed lease payments. The 
outstanding balance of the irrevocable standby letter of credit from Express was $6 million as of January 30, 
2010 and $19 million as of January 31, 2009. 


The Company’s guarantees related to Express, Limited Stores and New York & Company require fair value 
accounting in accordance with U.S. GAAP in effect at the time of these divestitures. The guaranteed lease 
payments related to Express (net of the irrevocable standby letter of credit), Limited Stores and New York & 
Company totaled $84 million as of January 30, 2010 and $94 million as of January 31, 2009. The estimated fair 
value of these guarantee obligations was $9 million as of January 30, 2010 and $15 million as of January 31, 
2009, and is included in Other Long-term Liabilities on the Consolidated Balance Sheets. 


The Company’s guarantees related to Abercrombie & Fitch, Dick’s Sporting Goods (formerly Galyan’s), Lane 
Bryant and Anne.x are not subject to fair value accounting, but require that a loss be accrued when probable and 
reasonably estimable based on U.S. GAAP in effect at the time of these divestitures. As of January 30, 2010 and 
January 31, 2009, the Company had no liability recorded with respect to any of the guarantee obligations as it 
concluded that payments under these guarantees were not probable. 
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18. Retirement Benefits 


The Company sponsors a tax-qualified defined contribution retirement plan and a non-qualified supplemental 
retirement plan for substantially all of its associates within the United States of America. Participation in the 
tax-qualified plan is available to associates who meet certain age and service requirements. Participation in the 
non-qualified plan is made available to associates who meet certain age, service, job level and compensation 
requirements. 


The qualified plan permits participating associates to elect contributions up to the maximum limits allowable 
under the Internal Revenue Code. The Company matches associate contributions according to a predetermined 
formula and contributes additional amounts based on a percentage of the associates’ eligible annual 
compensation and years of service. Associate contributions and Company matching contributions vest 
immediately. Additional Company contributions and the related investment earnings are subject to vesting based 
on years of service. Total expense recognized related to the qualified plan was $46 million for 2009, $40 million 
for 2008 and $44 million for 2007. 


The non-qualified plan is an unfunded plan which provides benefits beyond the Internal Revenue Code limits for 
qualified defined contribution plans. The plan permits participating associates to elect contributions up to a 
maximum percentage of eligible compensation. The Company matches associate contributions according to a 
predetermined formula and contributes additional amounts based on a percentage of the associates’ eligible 
compensation and years of service. The plan also permits participating associates to defer additional 
compensation up to a maximum amount which the Company does not match. Associates’ accounts are credited 
with interest using a rate determined by the Company. Associate contributions and the related interest vest 
immediately. Company contributions, along with related interest, are subject to vesting based on years of service. 
Associates may elect in-service distributions for the unmatched additional deferred compensation component 
only. The remaining vested portion of associates’ accounts in the plan will be distributed upon termination of 
employment in either a lump sum or in equal annual installments over a specified period of up to 10 years. 


The following table provides the Company’s annual activity for this plan and year-end liability, included in Other 
Long-term Liabilities on the Consolidated Balance Sheets, as of January 30, 2010 and January 31, 2009: 


January 30, January 31, 


2010 2009 
(in millions) 
Balance at Beginning of Year .............. 0.0... cece cette ene $167 $175 
Contributions: 
PNSSOGIAUC® gs4sceishSlaras aiecadkceial a tsae Sreiacaces Gaetan we hey are: Gd ceeg? aie aus tes Oke aan ecelendths bean e 7 9 
COMpANy <5 snid-y ead duuh bed Sod heey hdes ehddeo tid tees meheheues 8 9 
MMAR SS bese cerca S88 race, aecctine o' RRAS Siesta a tack RA da MA, one Sen eas es Csne is HA oui h Ue ve tne Brash ae Maa 12 13 
Distributions: i4.<.¢-c02 be3.4 G6 las de essed boa een peG44 bbed eons doe oe dee ee eS (26) (39) 
Balance at End of Y @ar 2. cis cece nee gid tng baw abs Peed GH esos RIE ES ke HEARS oe,4 $168 $167 


Total expense recognized related to the non-qualified plan was $20 million for 2009, $21 million for 2008 and 
$22 million for 2007. 
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19. Shareholders’ Equity 


Under the authority of the Company’s Board of Directors, the Company repurchased shares of its common stock 
under the following repurchase programs during the fiscal years ended January 30, 2010, January 31, 2009 
and February 2, 2008: 


Average Stock 
Price of 
Shares 
Shares Repurchased as 
Amount Authorized 2009 2008 2007 Program 
(in millions) a (in thousands) 
October 2008 (a)... 0... ccc cece eens $ 250 — 19,048 — $11.48 
November 2007 (b) ... 0.2... 0. ccc eee 250 — 8,539 5,887 17.33 
AUSUSL200F neces edie cadenie ohe ek on eabec eden 250 — — 11,870 21.06 
June: 2007 5.282 hbase adiee Caden Jaci eed 1,000 — — 38,656 25.87 
June:2006. (6). ss. cee ean sg thd ead tees 100 — — 2,296 26.35 
Total Shares Repurchased .................... — 27,587 58,709 


(a) The repurchase program authorized in October 2008 had $31 million remaining as of January 30, 2010. 

(b) The repurchase program authorized in November 2007 had repurchases of $150 million in 2008 at an 
average stock price of $17.54 and repurchases of $100 million in 2007 at an average stock price of $17.02. 
This repurchase program was completed in May 2008. 

(c) The repurchase program authorized in June 2006 had repurchases of $59 million in 2007 at an average stock 
price of $25.86 and repurchases of $41 million in 2006 at an average stock price of $27.11. This repurchase 
program was completed in May 2007. 


For the November 2007 repurchase program, $8 million of share repurchases were reflected in accounts payable 
as of February 2, 2008 and were settled in February 2008. There were no share repurchases reflected in accounts 
payable as of January 31, 2009 or January 30, 2010. In 2009, no additional shares were repurchased. 


In January 2010, the Company retired 201 million shares of its Treasury Stock. The retirement resulted in a 
reduction of $4.641 billion in Treasury Stock, $101 million in the par value of Common Stock, $1.545 billion in 
Paid-in Capital and $2.995 billion in Retained Earnings. 


In March 2010, the Company’s Board of Directors declared a special dividend of $1 per share. In addition, the 
Company’s Board of Directors authorized a share repurchase program of $200 million and cancelled the 
Company’s previous $250 million share repurchase program, which had $31 million remaining. 


20. Share-based Compensation 
Plan Summary 


The shareholder approved Limited Brands, Inc. 1993 Stock Option and Performance Incentive Plan (“2009 
Restatement’’) as amended provides for the grant of incentive stock options, non-qualified stock options, stock 
appreciation rights, restricted stock, performance-based restricted stock, performance units and unrestricted 
shares. The Company grants stock options at a price equal to the fair market value of the stock on the date of 
grant. Stock options have a maximum term of ten years. Stock options generally vest ratably over 3-4 years. 
Restricted stock generally vests (the restrictions lapse) over a three year period. 


The Limited Brands, Inc. Stock Award and Deferred Compensation Plan for Non-Associate Directors provides 
for an annual stock retainer for non-associate directors. The stock issued in conjunction with this plan has no 
restrictions. 
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Under the Company’s plans, approximately 102 million options, restricted and unrestricted shares have been 
authorized to be granted to employees and directors. Approximately 14 million options and shares were available 
for grant as of January 30, 2010. 


Stock Options 
The following table provides the Company’s stock option activity for the fiscal year ended January 30, 2010: 


Weighted Weighted 


Average Average 
Option Remaining Aggregate 
Number of Price Per Contractual Intrinsic 
Shares Share Life Value 
(in thousands) (in years) (in thousands) 
Outstanding as of January 31,2009 .................04. 15,381 $19.62 
{65721011 (6 Rene a API ro nt oa 3,853 8.73 
EX@rcised!s :.40.200.¢ tag oie ce da Woe teewe eee eas (690) 14.40 
Cancelled = \. ccs i im dupes a tadn beta ete are eee eetatee See (3,514) 18.84 
Outstanding as of January 30,2010 ................000.. 15,030 $17.26 6.04 $55,019 
Vested and Expected to Vest as of January 30, 2010 (a) .... 13,922 17.68 5.83 46,578 
Options Exercisable as of January 30, 2010 .............. 9,308 19.97 4.44 14,587 


(a) The number of options expected to vest includes an estimate of expected forfeitures. 


Intrinsic value for stock options is the difference between the current market value of the Company’s stock and 
the option strike price. The total intrinsic value of options exercised was $3 million for 2009, $10 million for 
2008 and $80 million for 2007. 


The total fair value at grant date of option awards vested was $12 million for 2009, $13 million for 2008 and $23 
million for 2007. 


The Company’s total unrecognized compensation cost, net of estimated forfeitures, related to nonvested options 
was $7 million as of January 30, 2010. This cost is expected to be recognized over a weighted-average period of 
2.0 years. 


The weighted-average estimated fair value of stock options granted was $1.88 per share for 2009, $3.47 per share 
for 2008 and $6.97 per share for 2007. 


Cash received from stock options exercised was $10 million for 2009, $31 million for 2008 and $74 million for 
2007. Tax benefits realized from tax deductions associated with stock options exercised were $1 million for 
2009, $5 million for 2008 and $30 million for 2007. 


The Company uses the Black-Scholes option-pricing model for valuation of options granted to employees and 
directors. The Company’s determination of the fair value of options is affected by the Company’s stock price as 
well as assumptions regarding a number of highly complex and subjective variables. These variables include, but 
are not limited to, the Company’s expected stock price volatility over the term of the awards and projected 
employee stock option exercise behaviors. 


The following table contains the weighted-average assumptions used during 2009, 2008 and 2007: 


2009 2008 2007 


Expected Volatility’ .. swt cveedun eigen koe dae nwed sede kgm eke eer hed 2h hee ee 45% 29% 32% 
Risk-ires InterestRateo\sics npdicdhpew dei esianiasddboeht ein bh ddtediow oie 1.4% 25% 45% 
Dividend, Yield! is. iiwas eed pee Si ase ch Cob ake eee se Pewee Ne Re Ae ee wae se eS 6.8% 34% 3.0% 
Expected Lite: (in: years).2..cg.c0c$ oa ig nits be eas Sh Wade wl be 8e Sees kk ee Tie S 3.8 32 5.3 


The majority of the Company’s stock-based compensation awards are granted on an annual basis in the first 
quarter of each year. The expected volatility assumption is based on the Company’s analysis of historical 
volatility. The risk-free interest rate assumption is based upon the average daily closing rates during the period 
for U.S. treasury notes that have a life which approximates the expected life of the option. The dividend yield 
assumption is based on the Company’s history and expectation of dividend payouts in relation to the stock price 
at the grant date. The expected life of employee stock options represents the weighted-average period the stock 
options are expected to remain outstanding. 


Restricted Stock 


The following table provides the Company’s restricted stock activity for the fiscal year ended January 30, 2010: 


Weighted 
Average 
Number of Grant Date 
Shares Fair Value 
(in thousands) 
Unvested as of January 31, 2009 .. 00... teens 6,213 $17.60 
TATE sa ceeds, Sys teach ort a aPeeandes, 4h e aay Seva aaah ean dnd aoed, Ene Wed ae eer de eeelnd ts aayiacethe ane 4,586 7.33 
NES alc cote ob dud boatmaad ioe Rie E Suad bh Genta de ee ahaa (1,218) 24.18 
Cancelled! 2.6% 24402 d306 8G aha ieee hae et es Sa ees aa ls eed Bde ak Be ee (199) 14.04 
Unvested as of January 30, 2010.0... nee ene 9,382 12.03 


The Company’s total intrinsic value of restricted stock vested was $14 million for 2009, $15 million for 2008 and 
$11 million for 2007. 


The Company’s total fair value at grant date of awards vested was $29 million for 2009, $19 million for 2008 and 
$8 million for 2007. Fair value of restricted stock awards is based on the market value of an unrestricted share on 
the grant date adjusted for anticipated dividend yields. 


As of January 30, 2010, there was $26 million of total unrecognized compensation cost, net of estimated 
forfeitures, related to unvested restricted stock. That cost is expected to be recognized over a weighted-average 
period of 1.8 years. 


Tax benefits realized from tax deductions associated with restricted stock vested were $4 million for 2009, $6 
million for 2008 and $5 million for 2007. 


Income Statement Impact 


Total pre-tax share-based compensation expense recognized was $40 million for 2009, $35 million for 2008 and 
$44 million for 2007. The tax benefit associated with share-based compensation was $13 million for 2009, $11 
million for 2008 and $14 million for 2007. 


The following table provides share-based compensation expense included in the Consolidated Statements of 
Income for 2009, 2008 and 2007: 


2009 2008 2007 


(in millions) 


Costs of Goods Sold, Buying and Occupancy ........ 0.0... eect ee eens $12 $11 $10 
General, Administrative and Store Operating Expenses ........... 0.0.00... 0000 e ee eee 28 24 34 
Total Share-based Compensation Expense .............. 0.0.0 e cee eee eee e eee eee $40 $35 $44 


In March 2010, the Company’s Board of Directors declared a special dividend of $1 per share. The special 
dividend will be distributed on April 19, 2010 to shareholders of record at the close of business on April 5, 2010. 
In accordance with the terms of the 2009 Restatement, the Company will adjust both the exercise price and the 
number of share-based awards outstanding as of the record date of the special dividend. As a result of this 
adjustment, both the aggregate intrinsic value and the ratio of the exercise price to the market price will be 
approximately equal immediately before and after the dividend record date. Since this adjustment will be made in 
accordance with the anti-dilutive provisions of the 2009 Restatement, no compensation expense will be 
recognized for this adjustment. 


21. Segment Information 


Prior to the divestitures of Express and Limited Stores in the second quarter of 2007, the Company had three 
reportable segments: Victoria’s Secret, Bath & Body Works and Apparel. The Victoria’s Secret reportable 
segment consists of the Victoria’s Secret and La Senza operating segments which are aggregated in accordance 
with the authoritative guidance included in ASC 280, Segment Reporting. 


The Victoria’s Secret segment sells women’s intimate and other apparel, personal care and beauty products and 
accessories under the Victoria’s Secret, Pink and La Senza brand names. Victoria’s Secret merchandise is sold 
through retail stores, its website, www. VictoriasSecret.com, and its catalogue. Through its website and catalogue, 
certain Victoria’s Secret’s merchandise may be purchased worldwide. La Senza sells merchandise through retail 
stores located throughout Canada and licensed stores in 49 other countries. La Senza products may also be 
purchased through its website, www.LaSenza.com. 


The Bath & Body Works segment sells personal care, beauty and home fragrance products under the Bath & 
Body Works, C.O. Bigelow, White Barn Candle Company and other brand names. Bath & Body Works 
merchandise is sold at retail stores and through its website, www.bathandbodyworks.com. 


The Apparel segment sold women’s and men’s apparel through Express and Limited Stores. After the closing 
dates of the divestitures, the segment no longer exists. However, the Company retains a 25% ownership interest 
in Express and Limited Stores. 
Other consists of the following: 

e Henri Bendel, operator of eleven specialty stores, which features accessories and personal care products; 


e Mast, an apparel merchandise sourcing and production function serving Victoria’s Secret, La Senza and 
third-party customers; 


¢ Beauty Avenues, a personal care sourcing and production function serving Victoria’s Secret, La Senza 
and Bath & Body Works; 


e International retail and wholesale operations (excluding La Senza), which include the Company’s 
Bath & Body Works and Victoria’s Secret Pink stores in Canada; and 


¢ Corporate functions including non-core real estate, equity investments and other governance functions 
such as treasury and tax. 
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The following table provides the Company’s segment information as of and for the fiscal years ended January 30, 
2010, January 31, 2009 and February 2, 2008: 


Victoria’s Bath & Body 
Secret Works Apparel(a) Other Total 


(in millions) 


January 30, 2010 

NEE SAlES: cece hiss ee ative ee taeae ae eee oe $5,307 $2,383 $ — $ 942 $ 8,632 
Depreciation and Amortization ...................4. 163 58 —_— 136 357 
Operating Income (Loss) ...................00000. 579 358 —_— (69) 868 
Total Assets... 0... ee eee eee eee eee 2,982 1,350 — 2,841 7,173 
Capital Expenditures ¢..s0is ek ge vende dan tee ane ee 114 24 —_— 64 202 
January 31, 2009 

Net Sales ;.2c2eine pe sicdud woke we bbe ea dtieend $5,604 $2,374 $ — $1,065 $ 9,043 
Depreciation and Amortization ..................0.. 154 66 — 123 343 
Operating Income (Loss) ...................00000. 405 215 — (31) 589 
MOtalsASSets 2c. sissies vtec wees alae gland eke on 3,086 1,446 — 2,440 6,972 
Capital Expenditures .....................0..00000. 279 92 — 108 479 
February 2, 2008 

Net Sal6S: 43202 44 fs lared coats bed the tian Dike eed $5,607 $2,494 $870 $1,163 $10,134 
Depreciation and Amortization ..................... 156 59 27 110 352 
Operating Income (Loss) (b) .... 0.0.0.0... eee eee 718 302 250 (160) 1,110 
Total ASSets: ¢ ic ccc phon Ga oe Sai Aen be ew eas 3,365 1,456 _— 2,616 7,437 
Capital Expenditures .................... 0.000000. 315 112 37 285 749 


(a) Results of Express and Limited Stores are included through July 6, 2007 and August 3, 2007, respectively, 
when the businesses were divested. Total assets for the Apparel segment as of February 2, 2008 are not 
included as the businesses were divested prior to that date. 

(b) Operating income for Apparel for the fiscal year ended February 2, 2008 includes the gain on divestiture of 
Express of $302 million and the loss on divestiture of Limited Stores of $72 million. 


The Company’s international sales, including La Senza, Bath & Body Works Canada, Victoria’s Secret Pink 
Canada and direct sales shipped internationally totaled $638 million in 2009, $655 million in 2008 and $611 
million in 2007. The Company’s internationally based long-lived assets were $407 million as of January 30, 2010 
and $364 million as of January 31, 2009. 


22. Subsequent Events 


In February 2010, Limited Stores distributed a cash dividend to its owners and the Company received $7 million. 
For additional information, see Note 9, “Equity Investments and Other.” 


In March 2010, the Company prepaid the remaining $200 million of the Term Loan due in 2012. In conjunction 
with the Term Loan prepayment, the Company terminated the remaining portion of the participating interest rate 
swap arrangement totaling $200 million. The Company also amended its 5-Year Facility by reducing the credit 
available from $1 billion to $927 million as well as extending the term through August 2014 on $800 million of 
the $927 million. For additional information, see Note 12, “Long-term Debt” and Note 13, “Derivative 
Instruments.” 


In March 2010, Express distributed a cash dividend to its owners and the Company received $57 million. For 
additional information, see Note 9, “Equity Investments and Other.” 


In March 2010, the Company’s Board of Directors declared a special dividend of $1 per share. In addition, the 
Company’s Board of Directors authorized a share repurchase program of $200 million and cancelled the 
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Company’s previous $250 million share repurchase program, which had $31 million remaining. For additional 
information, see Note 19, “Shareholders’ Equity” and Note 20, “Share-based Compensation.” 


23. Quarterly Financial Data (Unaudited) 


The following table provides summarized quarterly financial data for 2009: 


Fiscal Quarter Ended 


May 2, August 1, October 31, January 30, 
2009 = =2009(b) 2009(c) 2010(d) 


(in millions except per share data) 


Net Sales: ci. d3c3.c0e 22 Hose dneevenni ed bee abe Miewesaw ately eeoods $1,725 $2,067 $1,777 $3,063 
GTOSS| PRONE ce, se sicteeipsosi beh ooo es denne caine sete sae Bs Se GA ee endive ee 548 668 563 1,249 
Operating Income .0..cs65 35.6 added head beee gad Mice es 65 158 59 586 
Income Before Income Taxes ............ 0.0 c cece eee eee eee 3 99 12 536 
Net Income® ..2)..: 26.0603 0d¢0sarndidadtietdacadheedd deatwead 3 74 15 356 
Net Income Attributable to Limited Brands, Inc. .................... 3 74 15 356 
Net Income Attributable to Limited Brands, Inc. Per Basic Share (a) .... $ 0.01 $0.23 $ 0.05 $ 1.10 
Net Income Attributed to Limited Brands, Inc. Per Diluted Share (a) .... $ 0.01 $ 0.23 $ 0.05 $ 1.08 


(a) Due to changes in stock prices during the year and timing of issuances and repurchases of shares, the 
cumulative total of quarterly net income per share amounts may not equal the net income per share for the 
year. 

(b) Includes the effect of a pre-tax gain of $9 million, after-tax of $14 million, associated with the reversal of an 
accrued contractual liability. 

(c) Includes the effect of a tax benefit of $9 million related to certain discrete foreign and state income tax 
items. 

(d) Includes the effect of a tax benefit of $23 million primarily related to the reorganization of certain foreign 
subsidiaries. 


The following table provides summarized quarterly financial data for 2008: 


Fiscal Quarter Ended 
May 3, August 2, November 1, January 31, 


2008(b) 2008(c) 2008 2009(d) 
(in millions except per share data) 

Net:Sales ne. 35.24.3-2.2ophs Staite cu es Ee eee eke Gee hit $1,925 $2,284 $1,843 $2,991 
GiTOSS: PROM: aecassienste anes erese tec sy eececdetens) east aedeacey ah ace seeesteae cate aelaenetatelane 641 761 580 1,024 
Operating Income: ..0.5¢ 04053 Hedwseds Chee eee eee Eetp bos 209 186 41 153 
Income Before Income Taxes ............0 0 cece eee eens 176 164 3 110 
Net Income 2:2..4 2510020 tivo tow tea. bite dee es dhe Se 97 99 4 16 
Net Income Attributable to Limited Brands, Inc. .................... 98 102 4 16 
Net Income Attributable to Limited Brands, Inc. Per Basic Share (a) .... $ 0.29 $ 0.30 §$ 0.01 $ 0.05 


Net Income Attributable to Limited Brands, Inc. Per Diluted Share (a)... $ 0.28 $ 0.30 $ 0.01 $ 0.05 


(a) Due to changes in stock prices during the year and timing of issuances and repurchases of shares, the 
cumulative total of quarterly net income per share amounts may not equal the net income per share for the 
year. 

(b) Includes the effect of the following items: 

(i) A pre-tax gain of $128 million related to the divestiture of a personal care joint venture. 
(ii) A pre-tax loss of $19 million related to an impairment charge of an unconsolidated joint venture. 
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(c) Includes the effect of a pre-tax gain of $13 million related to the $71 million distribution from Express. 
(d) Includes the effect of the following items: 
(i) A $215 million impairment charge of goodwill and other intangible assets for the La Senza business. 
(ii) A $23 million related to restructuring activities. 
(iii) A tax benefit of $15 million related to certain discrete foreign and state income tax items. 


24. Supplemental Guarantor Financial Information 


The Company’s 8.50% notes due in June 2019 are jointly and severally guaranteed on a full and unconditional 
basis by certain of the Company’s wholly-owned subsidiaries. The Company is a holding company and its most 
significant assets are the stock of its subsidiaries. The guarantors represent (a) substantially all of the sales of the 
Company’s domestic subsidiaries, (b) more than 90% of the assets owned by the Company’s domestic 
subsidiaries, other than real property, certain other assets and intercompany investments and balances and 

(c) more than 95% of the accounts receivable and inventory directly owned by the Company’s domestic 
subsidiaries. 


The following supplemental financial information sets forth for the Company and its guarantor and 
non-guarantor subsidiaries: the Condensed Consolidating Balance Sheets as of January 30, 2010 and January 31, 
2009 and the Condensed Consolidating Statements of Income and Cash Flows for the years ended January 30, 
2010, January 31, 2009 and February 2, 2008. 
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ASSETS 
Current Assets: 
Cash and Cash Equivalents ....... 
Accounts Receivable, Net ........ 
Inventories ..............00000. 


OUNERY 4, A sda eels tiesce statins secotaraeacesatals 


Total Current Assets ................ 
Property and Equipment, Net.......... 
Goodwill) -¢:.c28%-« dare ttichs we te 
Trade Names and Other Intangible Assets, 
INGE. othe bbs She head hid hanes 
Net Investments in and Advances to/from 
Consolidated Affiliates ............ 
Other Assets .... 0.0.0.0... cece eee 


Total ASS€t8 a6 ssiso edges eek obs 


LIABILITIES AND EQUITY 
Current Liabilities: 
Accounts Payable............... 
Accrued Expenses and Other ...... 
Income Taxes .............-.00- 


Total Current Liabilities.............. 
Deferred Income Taxes .............. 
Long-term Debt ...................0. 
Other Long-term Liabilities ........... 
TOtal -BQuIty: sxcos. cadecceals aoveeaae aan 


Total Liabilities and Equity ........... 


LIMITED BRANDS, INC. 
CONDENSED CONSOLIDATING BALANCE SHEET 


(in millions) 


January 30, 2010 
Consolidated 
Limited Guarantor Non-guarantor Limited 
Pes Ss, Sie cine: See ie 

rn $ 1,441 $ 363 $ — $1,804 
nak — 191 28 — 219 
eae — 883 154 — 1,037 
ine — 34 (4) — 30 
ah — 107 54 (1) 160 
Lew — 2,656 595 (1) 3,250 
ee — 1,049 674 — 1,723 
math — 1,318 124 — 1,442 
eis — 420 174 — 594 
ied 12,746 11,997 6,511 (31,254) —_ 
aie 38 60 771 (705) 164 
... $12,784 $17,500 $8,849 $(31,960) $7,173 
rr $ 309 $ 179 $ _ $ 488 
Les 30 389 274 —_— 693 
hie 4 121 16 — 141 
eds 34 819 469 — 1,322 
Ld (9) 30 192 — 213 
ae 2,723 608 81 (689) 2,723 
nad 25 551 170 (15) 731 
er 10,011 15,492 7,937 (31,256) 2,184 
... $12,784 $17,500 $8,849 $(31,960) $7,173 
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LIMITED BRANDS, INC. 
CONDENSED CONSOLIDATING BALANCE SHEET 


ASSETS 
Current Assets: 
Cash and Cash Equivalents 
Accounts Receivable, Net 
Inventories 


Other 


Total Current Assets 
Property and Equipment, Net............. 
Goodwill 
Trade Names and Other Intangible Assets, 
INGE. get nce dcth gS de doe aed eae 
Net Investments in and Advances to/from 
Consolidated Affiliates 
Other Assets ... 0... 0.0.0 cece eee eee 


Total Assets 


LIABILITIES AND EQUITY 
Current Liabilities: 
Accounts Payable.................. 
Accrued Expenses and Other ......... 
Income Taxes ............. 0002 eee 


Total Current Liabilities................. 
Deferred Income Taxes 
Long-term Debt 
Other Long-term Liabilities .............. 
Total Equity 


Total Liabilities and Equity 


(in millions) 


January 31, 2009 
Consolidated 
Limited Guarantor Non-guarantor Limited 
Pees SS, Sie Aine: See ie 
$ — $ 938 $ 235 $ —_— $1,173 
— 190 46 — 236 
— 1,026 163 (7) 1,182 
— 61 16 — 77 
— 128 72 (1) 199 
— 2,343 532 (8) 2,867 
— 1,183 746 — 1,929 
— 1,318 108 — 1,426 
— 421 159 — 580 
12,659 11,720 9,100 (33,479) — 
18 98 759 (705) 170 
$12,677 $17,083 $11,404 $(34,192) $6,972 
$ — $§$ 321 $ 173 $ — $ 494 
42 378 249 —_— 669 
— 35 oT — 92 
42 734 479 — 1,255 
(2) 34 181 _ 213 
2,895 609 83 (690) 2,897 
46 570 131 (15) 732 
9,696 15,136 10,530 (33,487) 1,875 
$12,677 $17,083 $11,404 $(34,192) $6,972 
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LIMITED BRANDS, INC. 
CONDENSED CONSOLIDATING STATEMENTS OF INCOME 


Net Sales 
Costs of Goods Sold, Buying and Occupancy .... 


Gross Profit 

General, Administrative and Store Operating 
Expenses 

Impairment of Goodwill and Other Intangible 
ASSCIS 2 3:.464.05 b che bee bean ees ex des 


Operating Income (Loss) ..................-. 
Interest Expense ......... 0... cece ee eee ee eee 
Interest Income 


Income (Loss) Before Income Taxes ........... 
Provision (Benefit) for Income Taxes .......... 
Equity in Earnings, Net of Tax 


Net Income (Loss) ........... 0.000 cece eee 


Less: Net Income (Loss) Attributable to 
Noncontrolling Interest 


Net Income (Loss) Attributable to Limited 
Brands, UNG:. s.c25.6 8. ccklens dea wus a ede Se dae oe 


Net Sales 
Costs of Goods Sold, Buying and Occupancy .... 


Gross Profit 

General, Administrative and Store Operating 
Expenses 

Impairment of Goodwill and Other Intangible 
NSSCUS: veces. senses arin Suicde nee Yuga een sabes 45 


Operating Income (Loss) ..................-. 
Interest EXPensSe vec. 0.0050 0843 «ewe ede oes 
Interest Income 


Income (Loss) Before Income Taxes ........... 
Provision (Benefit) for Income Taxes .......... 
Equity in Earnings, Net of Tax 


Net Income (Loss) .......... 0.0000 e eee 


Less: Net Income (Loss) Attributable to 
Noncontrolling Interest 


Net Income (Loss) Attributable to Limited 
Brands; WiC icone sie aceie wlsia aia eleolacke cae eae 


(in millions) 


2009 


Consolidated 
Limited Guarantor Non-guarantor Limited 
Brands, Inc. Subsidiaries Subsidiaries Eliminations Brands, Inc. 
$ — $ 8,205 $ 2,314 $1,887)  $ 8,632 
— (5,445) (1,907) 1,748 (5,604) 
— 2,760 407 (139) 3,028 
(2) (2,043) (262) 141 (2,166) 
= = (3) = (3) 
9 = — z= 9 
7 717 142 2, 868 
(234) _ (13) 10 (237) 
= 12 — (10) 2 
— — 16 1 17 
(227) 729 145 3 650 
- 221 (19) = 202 
675 612 221 (1,508) — 
448 1,120 385 (1,505) 448 
$ 448 $ 1,120 $ 385 $1,505) $ 448 
2008 
Consolidated 
Limited Guarantor Non-guarantor Limited 
Brands, Inc. Subsidiaries Subsidiaries Eliminations Brands, Inc. 
$ — $ 8,588 $ 2,396 $(1,941) $9,043 
— (5,924) (1,959) 1,846 (6,037) 
— 2,664 437 (95) 3,006 
(13) (2,093) (304) 99 (2,311) 
= = (215) — (215) 
(9) (1) 119 — 109 
(22) 570 37 4 589 
(176) (5) (16) 12 (181) 
am a7 3 (12) 18 
= (1) 24 = 23 
(198) 595 48 4 449 
(1) 54 180 — 233 
417 544 309 (1,270) — 
220 1,085 177 (1,266) 216 
— _ 4) ~ 4) 
$ 220 $ 1,085 $ 181 $(1,266) $ 220 


LIMITED BRANDS, INC. 
CONDENSED CONSOLIDATING STATEMENT OF INCOME 


(in millions) 


2007 
Consolidated 
Limited Guarantor Non-guarantor Limited 
Pons Se Ss See. soe 

NeUSAaleS, «cca eis Gide hs aude daa bee $ — $ 9,096 $ 3,306 $(2,268) $10,134 
Costs of Goods Sold, Buying and 

OCCUPANCY: sisiiet gd ctesidctatebadeedia salen a — (6,146) (2,669) 2,190 (6,625) 
Gross: PIOltt . 6.4-4.codc wedded eh See — 2,950 637 (78) 3,509 
General, Administrative and Store Operating 

EXPeNSGS:. ¢4.4sa dete cnwetneweeSeaws (9) (2,112) (564) 69 (2,616) 
Impairment of Goodwill and Other 

Intangible Assets ...............00000- — — (13) — (13) 
Gain (Loss) on Divestiture of Express ...... (6) — 308 — 302 
Loss on Divestiture of Limited Stores ...... (9) — (63) — (72) 
Operating Income (Loss) ..............4- (24) 838 305 (9) 1,110 
Interest Expense .............0.0-0-0 005 (144) — (16) 11 (149) 
Tnterest INCOME: .2 dsawccen veces daa ee — 25 4 (11) 18 
Other Income (Expense) ................ 15 2 112 (1) 128 
Income (Loss) Before Income Taxes ....... (153) 865 405 (10) 1,107 
Provision (Benefit) for Income Taxes ...... (2) 144 269 — 411 
Equity in Earnings, Net of Tax ........... 869 896 473 (2,238) — 
Net Income (Loss) ..............00000 0 718 1,617 609 (2,248) 696 
Less: Net Income (Loss) Attributable to 

Noncontrolling Interest ............... — — (22) — (22) 
Net Income (Loss) Attributable to Limited 

Brands, Inc. .............0ce cece eee $ 718 $ 1,617 $ 631 $(2,248) $ 718 
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LIMITED BRANDS, INC. 
CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS 


Net Cash Provided by (Used for) Operating 
AGCUVINES: 244. Je decor t weeded 


Investing Activities: 
Capital Expenditures ............... 
Net Proceeds from the Divestiture of 
JOMEV-ENCURE: «osha cis heacte teeth 
Proceeds from Sale of Assets......... 
Net Investments in Consolidated 
Affiliates .................0000- 


Net Cash Provided by (Used for) Investing 
ACUVINIES: abSéa Ne ddd seeds doe oy 


Financing Activities: 
Proceeds from Long-term Debt, Net of 
Discount and Issuance Costs ....... 
Payments of Long-term Debt......... 
Financing Costs Related to the 
Amendment of 5-Year Facility and 
Term. LOan: «3.51 3000.04 Gone dene es 


Net Financing Activities and Advances 
to/from Consolidated Affiliates ..... 

Proceeds From Exercise of Stock 
Options and Other ............... 


Net Cash Provided by (Used for) Financing 
ACUVINES, cscc-icies a icielas, ee bien bleed aoe 


Effects of Exchange Rate Changes on Cash 
and Cash Equivalents ................. 

Net Increase (Decrease) in Cash and Cash 
Equivalents s,s: 61 dh ses Agee te He anus 

Cash and Cash Equivalents, Beginning of 
PEMOd is: 52 oe Sh ae5s Se Slew s ROR 


Cash and Cash Equivalents, End of Period .. 


(in millions) 


Eliminations 


| 


| 


2009 
Limited Guarantor Non-guarantor 
Brands, Inc. Subsidiaries Subsidiaries 
$(279) $1,004 $ 449 
— (120) (82) 
= — 9 
— _ 32 
= = (29) 
(3) — 2 
(3) (120) (68) 
473 — - 
(656) —_ — 
(19) a = 
(193) — —_— 
669 (381) (259) 
8 = = 
282 (381) (259) 
= = 6 
—_— 503 128 
— 938 235 
$ — $1,441 $ 363 
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Ili 


Consolidated 
Limited 
Brands, Inc. 


$1,174 


(202) 


LIMITED BRANDS, INC. 
CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS 


Net Cash Provided by (Used for) Operating 

AGCUVINES: 64.4.0 da titeiiwsintous Seas 
Investing Activities: 

Capital Expenditures 

Net Proceeds from the Divestiture of 

Joint Venture 

Return of Capital from Express 

Net Investments in Consolidated 

Affiliates 


Net Cash Provided by (Used for) Investing 
ACHIVINGS: 0 ebro. tiie eek oP 
Financing Activities: 
Payments of Long-term Debt......... 
Dividends Paid .................... 
Repurchase of Common Stock 
Excess Tax Benefits from Share-based 
Compensation 
Net Financing Activities and Advances 
to/from Consolidated Affiliates 
Proceeds From Exercise of Stock 
Options and Other 


Net Cash Provided by (Used for) Financing 
Activities 


Effects of Exchange Rate Changes on Cash 
and Cash Equivalents ................. 

Net Increase (Decrease) in Cash and Cash 
Equivalents’... assis seb setae dee ee Ke 

Cash and Cash Equivalents, Beginning of 
PETMOG e534 dad. oie Sees Meee eee ea 


Cash and Cash Equivalents, End of Period .. 


(in millions) 


2008 

Limited Guarantor Non-guarantor 

Brands, Inc. Subsidiaries Subsidiaries 

$(174) $ 990 $ 138 
—_— (366) (113) 
— — 159 
— — 95 
= (30) (35) 
= (5) (10) 
— (401) 96 
= = (15) 
(201) — — 
(379) — — 
— 1 1 
724 (554) (105) 
30 — 1 
174 (553) (118) 
= _ 3 
—_— 36 119 
— 902 116 
$ — $ 938 $ 235 
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Eliminations 


| 


| 


Consolidated 
Limited 
Brands, Inc. 


$ 954 


(479) 


159 
95 


LIMITED BRANDS, INC. 
CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS 
(in millions) 


2007 


Consolidated 
Limited Guarantor Non-guarantor Limited 
Brands, Inc. Subsidiaries Subsidiaries Eliminations Brands, Inc. 


Net Cash Provided by (Used for) Operating 


AGUNILIES? 644.60 de catintsetweeaaue $ (129) $ 922 $ (28) $ — $ 765 
Investing Activities: 
Capital Expenditures ............... — (473) (276) — (749) 
Net Proceeds from the Divestiture of 
EXPIess ice diate tateweade ted — _— 547 — 547 
Proceeds from the Distribution from 
Easton Town Center, LLC ......... — — 102 — 102 
Proceeds from Sale of Assets......... — — 97 — 97 
Net Investments in Consolidated 
Affiliates ............. 0.000000. — 17 1,930 (1,947) — 
Other Investing Activities ........... — — 33 — 33 
Net Cash Provided by (Used for) Investing 
AGUIVITIES: 2535. 3.sschsecaneckcddaceetiscce Bahia — (456) 2,433 (1,947) 30 


Financing Activities: 
Proceeds from Long-term Debt, Net of 


Discount and Issuance Costs ....... 1,247 — — — 1,247 
Payments of Long-term Debt......... — — (7) —_— (7) 
Dividends Paid .................0.. (227) — — — (227) 
Repurchase of Common Stock ....... (1,402) — — — (1,402) 
Excess Tax Benefits from Share-based 

Compensation .................. — 23 5 — 28 
Net Financing Activities and Advances 

to/from Consolidated Affiliates ..... 436 112 (2,495) 1,947 — 
Proceeds From Exercise of Stock 

Options and Other ............... 75 —_— a —_— 82 

Net Cash Provided by (Used for) Financing 

ACUIVINIES sec pictisad tv eeidbares Gas dleerea Res 129 135 (2,490) 1,947 (279) 
Effects of Exchange Rate Changes on Cash 

and Cash Equivalents ................. — — 2 — 2 
Net Increase (Decrease) in Cash and Cash 

EQUIV alents’ 3.6.6 4 ngs ew dleahacee MRA e oe — 601 (83) — 518 
Cash and Cash Equivalents, Beginning of 

POTOGs sees. ited soda deeeceee, ane greeting Berane aed — 301 199 — 500 
Cash and Cash Equivalents, End of Period .. $ — $ 902 $ 116 $ — $ 1,018 
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND 
FINANCIAL DISCLOSURE. 


Information regarding changes in accountants is set forth under the caption “INDEPENDENT REGISTERED 
PUBLIC ACCOUNTANTS?” in our proxy statement to be filed on or about April 6, 2010 for the Annual Meeting 
of Stockholders to be held May 27, 2010 (the “Proxy Statement”) and is incorporated herein by reference. 


There were no disagreements with accountants on accounting and financial disclosure. 


ITEM 9A. CONTROLS AND PROCEDURES. 


Evaluation of disclosure controls and procedures. As of the end of the period covered by this report, we carried 
out an evaluation, under the supervision and with the participation of our management, including our Chief 
Executive Officer and Chief Financial Officer, of the effectiveness of the design and operation of our disclosure 
controls and procedures, as such term is defined in Rules 13a-15(e) and 15d-15(e) of the Exchange Act. Based 
upon that evaluation, our Chief Executive Officer and Chief Financial Officer concluded that as of the end of the 
period covered by this report, our disclosure controls and procedures were adequate and effective and designed to 
ensure that information required to be disclosed by us in reports we file or submit under the Exchange Act is 

(1) recorded, processed, summarized and reported within the time periods specified in SEC rules and forms, and 
(2) accumulated and communicated to our management, including our Chief Executive Officer and Chief 
Financial Officer, to allow timely decisions regarding required disclosure. 


Management’s Report on Internal Control Over Financial Reporting. Management’s Report on Internal Control 
Over Financial Reporting as of January 30, 2010 is set forth in Item 8. Financial Statements and Supplementary 
Data. 


Attestation Report of the Registered Public Accounting Firm. The Report of Independent Registered Public 
Accounting Firm on Internal Control Over Financial Reporting as of January 30, 2010 is set forth in Item 8. 
Financial Statements and Supplementary Data. 


Changes in internal control over financial reporting. In June 2009, Victoria’s Secret Stores implemented new 
supply chain management and finance systems and related processes in connection with an enterprise wide 
systems implementation. Various controls were modified due to the new systems. Additionally, subsequent to 
implementation, we established additional compensating controls over financial reporting to ensure the accuracy 
and integrity of our financial statements during the post-implementation phase. We believe that the system and 
process changes will enhance internal control over financial reporting in future periods. There were no other 
changes in our internal control over financial reporting that have occurred which have materially affected, or are 
reasonably likely to materially affect, our internal control over financial reporting. 


ITEM 9B. OTHER INFORMATION. 
Not applicable. 
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PART III 
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE. 


Information regarding our directors is set forth under the captions “ELECTION OF DIRECTORS—Nominees 
and Directors”, “—Director Independence’”’, “—Information Concerning the Board of Directors”, “—-Committees 
of the Board of Directors’, “—-Communications with the Board’, “—Attendance at Annual Meetings”, “—-Code 
of Conduct and Related Person Transaction Policy”, “—Copies of the Company’s Code of Conduct, Corporate 
Governance Principles and Related Person Transaction Policy and Committee Charters”, and “—Security 
Ownership of Directors and Management” in the Proxy Statement and is incorporated herein by reference. 
Information regarding compliance with Section 16(a) of the Securities Exchange Act of 1934, as amended, is set 
forth under the caption “Section 16(a) Beneficial Ownership Reporting Compliance” in the Proxy Statement and 
is incorporated herein by reference. Information regarding executive officers is set forth herein under the caption 


“EXECUTIVE OFFICERS OF THE REGISTRANT” in Part I. 


ITEM 11. EXECUTIVE COMPENSATION. 


Information regarding executive compensation is set forth under the caption “COMPENSATION RELATED 
MATTERS?” in the Proxy Statement and is incorporated herein by reference. 


ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT 
AND RELATED STOCKHOLDER MATTERS. 


Information regarding the security ownership of certain beneficial owners and management is set forth under the 
captions “ELECTION OF DIRECTORS—Security Ownership of Directors and Management” in the Proxy 
Statement and “SHARE OWNERSHIP OF PRINCIPAL STOCKHOLDERS?” in the Proxy Statement and is 
incorporated herein by reference. 


The following table summarizes share and exercise price information about Limited Brands’ equity 
compensation plans as of January 30, 2010. 


(c) Number of securities 
remaining available for 


(a) Number of future issuance under 
Securities to be issued (b) Weighted-average equity compensation 
upon exercise of exercise price of plan (excluding 
outstanding options, outstanding options, securities reflected in 
Plan category warrants and rights warrants and rights column (a)) 


Equity compensation plans approved by security 

holders), ses cies.ce dts pede eee ies 24,412,538 $17.26(2) 14,020,046 
Equity compensation plans not approved by 

Security NOdEIs soil deve ake cae eae — — — 


MOL. sigBsc sides G.cieteedne nas aidneda ad eeyies 24,412,538 $17.26 14,020,046 


(1) Includes the following plans: Limited Brands, Inc. 1993 Stock Option and Performance Incentive Plan 
(2009 Restatement), Limited Brands, Inc. 1996 Stock Plan for Non-Associate Directors, 2003 Stock Award 
and Deferred Compensation Plan for Non-Associate Directors, and Intimate Brands, Inc. 1995 Stock Option 
and Performance Incentive Plan. In March 2002, awards then outstanding under the Intimate Brands, Inc. 
plan were converted into awards relating to 15,561,339 shares of Common Stock in connection with the 
merger of Intimate Brands, Inc. and a subsidiary of the Company. 

(2) Does not include outstanding rights to receive Common Stock upon the vesting of restricted shares awards. 
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ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR 
INDEPENDENCE. 


Information regarding certain relationships and related transactions is set forth under the caption “ELECTION 
OF DIRECTORS—Nominees and Directors” and “—Director Independence” in the Proxy Statement and is 
incorporated herein by reference. 


ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES. 


Information regarding principal accountant fees and services is set forth under the captions “INDEPENDENT 
REGISTERED PUBLIC ACCOUNTANTS—Audit fees”, “—Audit related fees”, “—Tax fees”, “—AII other 
fees” and “—Pre-approval policies and procedures” in the Proxy Statement and is incorporated herein by 
reference. 
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PART IV 


ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES 


(a) 


(a) 


(a) 


(1) 


(2) 


(3) 


Consolidated Financial Statements 


The following consolidated financial statements of Limited Brands, Inc. and subsidiaries are filed 
as part of this report under Item 8. Financial Statements and Supplementary Data: 


Management’s Report on Internal Control Over Financial Reporting 


Report of Independent Registered Public Accounting Firm on Internal Control Over 
Financial Reporting 


Report of Independent Registered Public Accounting Firm on Consolidated Financial 
Statements 


Consolidated Statements of Income for the Years Ended January 30, 2010, January 31, 2009 
and February 2, 2008 


Consolidated Balance Sheets as of January 30, 2010 and January 31, 2009 


Consolidated Statements of Total Equity for the Years Ended January 30, 2010, January 31, 
2009 and February 2, 2008 


Consolidated Statements of Cash Flows for the Years Ended January 30, 2010, 
January 31, 2009 and February 2, 2008 


Notes to Consolidated Financial Statements 
Financial Statement Schedules 


Schedules have been omitted because they are not required or are not applicable or because the 
information required to be set forth therein either is not material or is included in the financial 
statements or notes thereto. 


List of Exhibits 
3. Articles of Incorporation and Bylaws. 


3.1. Certificate of Incorporation of the Company, dated March 8, 1982 incorporated by reference 
to Exhibit 3.1 to the Company’s Annual Report on Form 10-K for the fiscal year ended 
February 3, 2001. 


3.2 Certificate of Amendment of Certificate of Incorporation, dated May 19, 1986 incorporated 
by reference to Exhibit 3.2 to the Company’s Annual Report on Form 10-K for the fiscal 
year ended February 3, 2001. 


3.3. Certificate of Amendment of Certificate of Incorporation, dated May 19, 1987 incorporated 
by reference to Exhibit 3.3 to the Company’s Annual Report on Form 10-K for the fiscal 
year ended February 3, 2001. 


3.4 Certificate of Amendment of Certificate of Incorporation dated May 31, 2001 incorporated 
by reference to Exhibit 3.1 to the Company’s Quarterly Report on Form 10-Q for the quarter 
ended May 5, 2001. 


3.5. Amended and Restated Bylaws of the Company incorporated by reference to Exhibit 3 to the 
Company’s Quarterly Report on Form 10-Q for the quarter ended May 3, 2003. 


4. Instruments Defining the Rights of Security Holders. 
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4.1 


4.2 


4.3 


4.4 


4.5 


4.6 


4.7 


4.8 


4.9 


4.10 


Conformed copy of the Indenture dated as of March 15, 1988 between the Company and The 
Bank of New York, incorporated by reference to Exhibit 4.1 to the Company’s Registration 
Statement on Form S-3 (File no. 333-105484) dated May 22, 2003. 


Proposed form of Debt Warrant Agreement for Warrants attached to Debt Securities, with 
proposed form of Debt Warrant Certificate incorporated by reference to Exhibit 4.2 to the 
Company’s Registration Statement on Form S-3 (File no. 33-53366) originally filed with the 
Securities and Exchange Commission (the “Commission”’) on October 16, 1992, as amended 
by Amendment No. | thereto, filed with the Commission on February 23, 1993 (the “1993 
Form S-3”). 


Proposed form of Debt Warrant Agreement for Warrants not attached to Debt Securities, 
with proposed form of Debt Warrant Certificate incorporated by reference to Exhibit 4.3 to 
the 1993 Form S-3. 


Indenture, dated as of February 19, 2003 between the Company and The Bank of New York, 
incorporated by reference to Exhibit 4 to the Company’s Registration Statement on Form S-4 
(File no. 333-104633) dated April 18, 2003. 


Five-Year Revolving Credit Agreement, dated as of October 6, 2004, among Limited 
Brands, Inc., the Lenders party thereto, JPMorgan Chase Bank, as Administrative Agent, and 
Bank of America, N.A. and Citicorp North America, Inc., as Co-Syndication Agents, 
incorporated by reference to Exhibit 12(b)(i) to the Schedule TO filed by the Company with 
the Commission on October 7, 2004. 


Term Loan Credit Agreement, dated as of October 6, 2004, among Limited Brands, Inc., the 
Lenders party thereto, JPMorgan Chase Bank, as Administrative Agent, and Bank of 
America, N.A. and Citicorp North America, Inc., as Co-Syndication Agents, incorporated by 
reference to Exhibit 12(b)(i1) to the Schedule TO filed by the Company with the Commission 
on October 7, 2004. 


Amendment and Restatement Agreement with respect to the Five-Year Revolving Credit 
Agreement, dated as of October 6, 2004, among Limited Brands, Inc., the Lenders party 
thereto, JPMorgan Chase Bank, as Administrative Agent, and Bank of America, N.A. and 
Citicorp North America, Inc., as Co-Syndication Agents, incorporated by reference to 
Exhibit 12(b)(1) to the Schedule TO filed by the Company with the Commission on 
October 7, 2004. 


Amendment and Restatement Agreement with respect to the Term Loan Credit Agreement, 
dated as of October 6, 2004, among Limited Brands, Inc., the Lenders party thereto, 
JPMorgan Chase Bank, as Administrative Agent, and Bank of America, N.A. and Citicorp 
North America, Inc., as Co-Syndication Agents, incorporated by reference to Exhibit 
12(b)(Gii) to the Schedule TO filed by the Company with the Commission on October 7, 2004. 


Amendment and Restatement Agreement (Revolving Credit Agreement), dated as of 
August 3, 2007, among Limited Brands, Inc., the Lenders party thereto, and JPMorgan 
Chase Bank, as Administrative Agent, under the Amended and Restated Five-Year 
Revolving Credit Agreement dated as of October 6, 2004, as amended and restated 
November 5, 2004 and March 22, 2006, incorporated by reference to Exhibit 4.1 to the 
Company’s Quarterly Report on Form 10-Q for the quarter ended August 4, 2007. 


364-Day Revolving Credit Agreement, dated as of August 3, 2007, among Limited Brands, 
Inc., the Lenders party thereto, and JPMorgan Chase Bank, as Administrative Agent, 
incorporated by reference to Exhibit 4.2 to the Company’s Quarterly Report on Form 10-Q 
for the quarter ended August 4, 2007. 
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4.11 


4.12 


4.13 


4.14 


4.15 


10.1 


Amendment and Restatement Agreement (Term Loans), dated as of August 3, 2007, among 
Limited Brands, Inc., the Lenders party thereto, and JPMorgan Chase Bank, as 
Administrative Agent, under the Amended and Restated Term Loan Agreement dated as of 
October 6, 2004, as amended and restated as of November 5, 2004 and March 22, 2006, 
originally incorporated by reference to Exhibit 4.3 to the Company’s Quarterly Report on 
Form 10-Q for the quarter ended August 4, 2007. Refiled herewith as Exhibit 4.11.* 


Amendment and Restatement Agreement (Term Loans), dated as of February 19, 2009, 
among Limited Brands, Inc., the Lenders party thereto, and JPMorgan Chase Bank, as 
Administrative Agent, under the Amended and Restated Term Loan Agreement dated as of 
October 6, 2004, as amended and restated as of November 5, 2004, March 22, 2006 and 
August 4, 2007, originally incorporated by reference to Exhibit 4.1 to the Company’s Form 
8-K dated February 25, 2009. Refiled herewith as Exhibit 4.12.* 


Indenture, dated as of June 19, 2009, among Limited Brands, Inc, the guarantors named 
therein and The Bank of New York Mellon Trust Company, N.A., as trustee, incorporated by 
reference to Exhibit 4.1 to the Company’s Form 8-K dated June 24, 2009. 


Registration Rights Agreement, dated as of June 19, 2009, among Limited Brands, Inc., the 
guarantors named therein and J.P. Morgan Securities Inc., as representative of the initial 
purchasers, incorporated by reference to Exhibit 4.2 to the Company’s Form 8-K dated 
June 24, 2009. 


Amendment and Restatement Agreement (Revolving Credit Agreement), dated as of 

March 8, 2010, among Limited Brands, Inc., the Lenders party thereto, and JPMorgan Chase 
Bank, as Administrative Agent, under the Amended and Restated 5- Year Revolving Credit 
Agreement dated as of October 6, 2004, as amended and restated as of November 5, 2004, 
March 22, 2006 and August 4, 2007, and February 25, 2009, incorporated by reference to 
Exhibit 4.1 to the Company’s Form 8-K dated March 9, 2010. 

Material Contracts. 


Officers’ Benefits Plan incorporated by reference to Exhibit 10.4 to the Company’s Annual 
Report on Form 10-K for the fiscal year ended January 28, 1989 (the “1988 Form 10-K’”’).* 


The Limited Supplemental Retirement and Deferred Compensation Plan incorporated by 
reference to Exhibit 10.3 to the Company’s Annual Report on Form 10-K for the fiscal year 
ended February 3, 2001.** 


Form of Indemnification Agreement between the Company and the directors and executive 
officers of the Company incorporated by reference to Exhibit 10.4 to the 1998 Form 10-K.** 


Supplemental schedule of directors and executive officers who are parties to an 
Indemnification Agreement incorporated by reference to Exhibit 10.5 to the 1998 Form 
10-K.** 


The 1993 Stock Option and Performance Incentive Plan of the Company, incorporated by 
reference to Exhibit 4 to the Company’s Registration Statement on Form S-8 (File No. 33- 
49871).** 


The 1993 Stock Option and Performance Incentive Plan (1996 Restatement) of the 
Company, incorporated by reference to Exhibit 4 to the Company’s Registration Statement 
on Form S-8 (File No. 333-04941).** 


The 1997 Restatement of Limited Brands, Inc. (formerly The Limited, Inc.) 1993 Stock 
Option and Performance Incentive Plan incorporated by reference to Exhibit B to the 
Company’s Proxy Statement dated April 14, 1997.** 


112 


10.8 


10.9 


10.10 


10.11 


10.12 


10.13 


10.14 


10.15 


10.16 


10.17 


10.18 


10.19 


10.20 


10.21 


10.22 


Limited Brands, Inc. (formerly The Limited, Inc.) 1996 Stock Plan for Non-Associate 
Directors incorporated by reference to Exhibit 10.2 to the Company’s Quarterly Report on 
Form 10-Q for the quarter ended November 2, 1996.** 


Limited Brands, Inc. (formerly The Limited, Inc.) Incentive Compensation Performance Plan 
incorporated by reference to Exhibit A to the Company’s Proxy Statement dated April 14, 
1997.** 


Agreement dated as of May 3, 1999 among Limited Brands, Inc. (formerly The Limited, 
Inc.), Leslie H. Wexner and the Wexner Children’s Trust, incorporated by reference to 
Exhibit 99 (c) 1 to the Company’s Schedule 13E-4 dated May 4, 1999. 


The 1998 Restatement of Limited Brands, Inc. (formerly The Limited, Inc.) 1993 Stock 
Option and Performance Incentive Plan incorporated by reference to Exhibit A to the 
Company’s Proxy Statement dated April 20, 1998.** 


The 2002 Restatement of Limited Brands, Inc. (formerly The Limited, Inc.) 1993 Stock 
Option and Performance Incentive Plan, incorporated by reference to Exhibit 10.23 to the 
Company’s Annual Report on Form 10-K for the fiscal year ended February 1, 2003.** 


Limited Brands, Inc. Stock Award and Deferred Compensation Plan for Non-Associate 
Directors incorporated by reference to Exhibit 4.1 to the Company’s Registration Statement 
on Form S-8 (File no. 333-110465) dated November 13, 2003.** 


Limited Brands, Inc. 1993 Stock Option and Performance Incentive Plan (2003 Restatement) 
incorporated by reference to Exhibit 4.2 to the Company’s Registration Statement on Form 
S-8 (File no. 333-110465) dated November 13, 2003.** 


Limited Brands, Inc. 1993 Stock Option and Performance Incentive Plan (2004 Restatement) 
incorporated by reference to Appendix A to the Company’s Proxy Statement dated April 14, 
2004.** 


Form of Aircraft Time Sharing Agreement between Limited Service Corporation and 
participating officers and directors incorporated by reference to Exhibit 10.3 to the 
Company’s Form 10-Q dated December 8, 2004.** 


Employment Agreement dated as of January 17, 2005 among Limited Brands, Inc., The 
Limited Service Corporation and Martyn Redgrave incorporated by reference to Exhibit 10.1 
to the Company’s Form 8-K dated January 19, 2005.** 


Limited Brands, Inc. Stock Option Award Agreement incorporated by reference to Exhibit 
10.29 to the Company’s Annual Report on Form 10-K for the fiscal year ended January 29, 
2005.** 


Form of Amended and Restated Aircraft Time Sharing Agreement between Limited Service 
Corporation and participating officers and directors incorporated by reference to Exhibit 
10.30 to the Company’s Annual Report on Form 10-K for the fiscal year ended January 29, 
2005.** 


Form of Stock Ownership Guideline incorporated by reference to Exhibit 10.32 to the 
Company’s Annual Report on Form 10-K for the fiscal year ended January 29, 2005.** 


Employment Agreement dated as of November 24, 2006 among Limited Brands, Inc., 
Victoria’s Secret Direct, LLC, and Sharen Jester Turney incorporated by reference to Exhibit 
10.28 to the Company’s Annual Report on Form 10-K for the fiscal year ended February 3, 
2007.** 


Employment Agreement effective as of April 9, 2007 among Limited Brands, Inc. and Stuart 
Burgdoerfer incorporated by reference to Exhibit 10.1 to the Company’s Form 8-K dated 
April 11, 2007.** 
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10.23 


10.24 


10.25 
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Amendment to Employment Agreement dated as of March 28, 2008 among Limited Brands, 
Inc., and Sharen Jester Turney incorporated by reference to Exhibit 10.24 to the Company’s 
Annual Report on Form 10-K for the fiscal year ended February 2, 2008.** 


Limited Brands, Inc. 1993 Stock Option and Performance Incentive Plan (2009 Restatement) 
incorporated by reference to Exhibit 99.1 to the Company’s Registration Statement on 
Form S-8 (File no. 333-161841) dated September 10, 2009.** 


Employment Agreement dated as of October 18, 2006 among Limited Brands, Inc., Bath & 
Body Works Brand Management, Inc., and Diane L. Neal and Amendment to Employment 
Agreement dated September 5, 2008 originally incorporated by reference to Exhibit 10.2 to 
the Company’s Form 10-Q for the quarter-ended August 2, 2008. Refiled herewith as 
Exhibit 10.25.** 


Computation of Ratio of Earnings to Fixed Charges. 


Code of Ethics—incorporated by reference to the definitive Proxy Statement to be filed on or 
about April 6, 2010. 


Subsidiaries of the Registrant. 

Consent of Ernst & Young LLP. 

Powers of Attorney. 

Section 302 Certification of CEO. 

Section 302 Certification of CFO. 

Section 906 Certification (by CEO and CFO). 


Identifies instruments defining the rights of security holders that were re-filed in conjunction with the 2009 
Form 10-K due to the omission of certain exhibits within the original filing. 
Identifies management contracts or compensatory plans or arrangements. 


Exhibits. 


The exhibits to this report are listed in section (a)(3) of Item 15 above. 


(c) Not applicable. 
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SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has 
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 


Date: March 26, 2010 


LIMITED BRANDS, INC. (registrant) 


By /s/_ STUART B. BURGDOERFER 


Stuart B. Burgdoerfer, 
Executive Vice President, 
Chief Financial Officer * 


* Mr. Burgdoerfer is the principal financial officer and the principal accounting officer and has been duly 
authorized to sign on behalf of the Registrant. 


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the 
following persons on behalf of the registrant and in the capacities indicated on January 30, 2010: 


Signature Title 
/s/_ LESLIE H. WEXNER** Chairman of the Board of Directors and 
Leslie H. Wexner Chief Executive Officer 
/s/_ DENNIS S. HERSCH** Director 
Dennis S. Hersch 
/s/_ JAMES L. HESKETT** Director 
James L. Heskett 
/s/_ DONNA A. JAMES** Director 
Donna A. James 
/s/_ DaAvip T. KOLLAT** Director 
David T. Kollat 
/s/_ WILLIAM R. Loomis, JR.** Director 


William R. Loomis, Jr. 


/s/ JEFFREY H. Miro** Director 
Jeffrey H. Miro 


/s/ JEFFREY B. SWARTZ** Director 


Jeffrey B. Swartz 


/s/_ ALLAN R. TESSLER** Director 
Allan R. Tessler 


/s/_ ABIGAIL S. WEXNER** Director 
Abigail S. Wexner 
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Signature Title 


/s/ RAYMOND ZIMMERMAN** Director 


Raymond Zimmerman 


** The undersigned, by signing his name hereto, does hereby sign this report on behalf of each of the above- 


indicated directors of the registrant pursuant to powers of attorney executed by such directors. 


By /s/_ MARTYN R. REDGRAVE 


Martyn R. Redgrave 
Attorney-in-fact 
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Executive Officers 


Leslie H. Wexner 


Chairman and Chief Executive Officer 
Limited Brands, Inc. 


Martyn R. Redgrave 


Executive Vice President and Chief Administrative Officer 
Limited Brands, Inc. 


Stuart B. Burgdoerfer 


Executive Vice President and Chief Financial Officer 
Limited Brands, Inc. 


Board of Directors 


Leslie H. Wexner 5 


Chairman and Chief Executive Officer, Limited Brands, Inc. 
Columbus, Ohio 


Dennis S. Hersch 3 


President, N.A. Property, Inc. 
New York, New York 


James L. Heskett 2,4 


Baker Foundation Professor Emeritus, Graduate School of 
Business Administration, Harvard University 
Boston, Massachusetts 


Donna A. James 1,4 


Managing Director, Lardon & Associates LLC 
Columbus, Ohio 


David T. Kollat 2,3 


Chairman, 22, Inc. 
Westerville, Ohio 


William R. Loomis Jr. 1,3 


Investor 
Santa Barbara, California 


1 Member of the Audit Committee 

2 Member of the Compensation Committee 

3 Member of the Finance Committee 

4 Member of the Nominating and Governance Committee 
5 Member of the Executive Committee 


Diane L. Neal 


Chief Executive Officer 
Bath and Body Works 


Sharen J. Turney 


President and Chief Executive Officer 
Victoria’s Secret 


Jane L. Ramsey 


Executive Vice President, Human Resources 
Limited Brands, Inc. 


Jeffrey H. Miro 2,4 


Partner, Honigman Miller Schwartz and Cohn LLP 
Bloomfield Hills, Michigan 


Jeffrey B. Swartz 


President and Chief Executive Officer, The Timberland Company 
Stratham, New Hampshire 


Allan R. Tessler 1,3,4,5 


Chairman and Chief Executive Officer, 
International Financial Group, Inc. 
Wilson, Wyoming 


Abigail S. Wexner 3 


Attorney at Law 
Columbus, Ohio 


Raymond Zimmerman 1,3 


Chief Executive Officer, Service Merchandise, LLC 
Boca Raton, Florida 


Company Information 


Headquarters 


Limited Brands, Inc. 
Three Limited Parkway 
Columbus, Ohio 43230 


614.415.7000 
www.LimitedBrands.com 


Stock Exchange Listing 


New York Stock Exchange 
Trading Symbol “LTD” 


Information Requests 


Through our Web site: www.LimitedBrands.com 


Limited Brands, Investor Relations 
Three Limited Parkway 
Columbus, Ohio 43230 


Upon written request to: 


By calling: 614.415.6400 


Limited Brands, Inc. 


Founded 1963 


as of January 30, 2010: 

Number of associates: 92,100 
Approximate shareholder base: 145,000 
©2010 Limited Brands 


NYSE Certification Statement 


Our Chief Executive Officer and Chief Financial Officer have filed 
the certifications required by Section 302 of the Sarbanes-Oxley 
Act of 2002 with the Securities and Exchange Commission as 
exhibits to our Form 10-K for the fiscal year ended January 30, 
2010. In addition, our Chief Executive Officer filed a separate 
annual certification to the New York Stock Exchange following 
our annual shareholders’ meeting on May 28, 2009. 


Annual Meeting of Stockholders 


9:00 A.M., Thursday, May 27, 2010 
Three Limited Parkway 
Columbus, Ohio 43230 


Independent Public Accountants 


Ernst & Young LLP 
Columbus, Ohio 


Stock Transfer Agent, Registrar and Dividend Agent 


BNY Mellon Shareholder Services 
P.O. Box 3338 
South Hackensack, NJ 07606-1936 


866.875.7975 
shrrelations @ mellon.com 


Available on our Web site, www.LimitedBrands.com 


¢ — Calendar of monthly sales and quarterly earnings dates 

¢ Live webcasts of the quarterly earnings conference calls 

¢ Audio replays of monthly sales and quarterly earnings calls. 
Replays are also available by dialing 1-866-NEWS-LTD 
(1-866-639-7583). 


ADMITTANCE SLIP 
2010 ANNUAL MEETING OF STOCKHOLDERS 


Date, Time and Place of Meeting: 
Date: Thursday, May 27, 2010 
Time: 9:00 a.m., Eastern Time 


Place: Limited Brands, Inc. 
Three Limited Parkway 
Columbus, Ohio 43230 


Attending the Meeting: 


Stockholders who plan to attend the meeting in person must bring this admittance slip and a photo 
identification to gain access. Because of necessary security precautions, bags, purses and briefcases may be 
subject to inspection. To speed the admissions process, stockholders are encouraged to bring only essential items. 
Cameras, camcorders or video taping equipment are not allowed. Photographs or video taken by Limited Brands 
at the meeting may be used by Limited Brands. By attending, you waive any claim or rights to these photographs. 


For more information about attending the annual meeting, please visit the website at 
http://www.limitedbrands.com/faq/investor.jsp or contact Limited Brands Investor Relations at 
(614) 415-7076. 
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